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Novosibirsk EKO: EKONOMIKA I ORGANIZATSIYA PROMYSHLENNOGO PROIZVODSTVA in 
Russian No 9, Sep 82 (signed to press 27 July 1982) pp 3-33 


[Article by N. T. Glushkov, chairman of the USSR State Committee for Prices, 
in the section "Improving the Economic Mechanism": "Price Formation and the 
Economic Mechanism"; passages rendered in all capital letters printed in bold- 
face in source] 


[Text] THE SYSTEM OF PLANNED PRICE FORMATION 


The system of planned price formation is an important tool of the CPSU's econo- 
mic policy. The improvement of the whole economic mechanism and raising the 
efficiency of the economy of developed socialist society in many ways depend on 
the quality of price formation. 


Let us try to enumerate the basic principles of planned price formation. 


Prices are planned in accordance with the requirements of objective economic 
laws. Planned production is incompatible with spontaneous market prices. 


The stability of the price system is assured by unified, centra- 

lized planning of economic development. Prices can serve as an effective fac- 
tor in raising production efficiency, insofar as they should help reduce produc- 
tion overhead and enhance the efficiency and quality of business activity. 


As the monetary expression of value, prices should reflect significant changes 
in socially necessary production expenditures. At the same time, a planned eco- 
nomy does not tolerate situations when prices passively follow fortuitous, pass- 
ing disturbances in the spheres of production and circulation. When necessary, 
state and production reserves, as well as other planned measures, are employed 
to restore the disrupted correspondence of prices to production costs. 


The state uses planned prices to supplement and support direct plan assignments 
with economic incentives, influence the level of expenditure and the technical 


standards and quality of output. 


Planned prices constitute a uniform system. It stems from uniformity of method- 
ological principles and a uniform state pricing policy. 











The main lines of both theoretical and practical work in the sphere of planned 
price formation are economy, thrift, and greater efticieny and intensification 
of production. This is the position from which different points of view in this 


sphere should be examined. 


Some authors expound the so-called expenditure concept of price; some suggest 
setting prices according to the usefulness of a commodity, some would adjust 
them according to its availability, etc. In our view, all of these cases exag- 
gerate one aspect or another of the problem of price formation. 


Experience has shown that, however it is arrived at, the planned price cannot 

be an expression of the normative expenditures reimbursed by she consumer for 

the manufactured product. That is why any theory of price formation should first 
answer the question, “hat expenditures are socially necessary? For this it is, 
in turn, necessary to analyze the expenditure of the main types of production 
resources needed to manufacture the commodity. This will answer two basic 


questions: 


Do the technology and the organization of production of the given commodity 

correspond to present-day achievements of scientific, technical and social prog- 
ress? For prices to be a truly effective economic tool for intensifying produc- 
tion they must reflect a level of expenditure corresponding to the highest stan- 


dards of production efficiency. 


To what degree does the planned volume, assortment and quality of output corres- 
pond to social requirements? The output of even a needed product, but "at any 
cost," is contrary to the interests of our economic development, insofar as over- 
expenditure of resources in one place inevitably undercuts the possibiiities for 


meeting demand in another. 


It thus follows that the price must in every case take into account the useful 
effect of the production as well as the investment that had to be put into it. 
That is why the methodological instructions of the USSR State Prices Committee, 
adopted in implementation of the resolution of the CPSU Central Committee and 
the USSR Council of Ministers of 12 June 1979, are oriented on the normative me- 
thod of determining expenditures, on energy- and material-saving technologies, 
on labor saving and, in the final analysis, the reduction of costs. 


Over the last few years some industrial executives, scientists and planning and 
fiscal workers have been giving credence to a kind of "price-hike psychology" 

and the search for "free" forms of planning. The gist of the arguments is that 
higher prices will, allegedly, stimulate more economical consumption, which is 


impossible at normal prices. 


However, practical experience and concrete facts so far do not bear out this 
contention. It is, in our view, based on a kind of “market” approach in the 
framework of a planned economy. In a planned economic system, planned prices” 
cannot adequately influence higher production efficiency and intensification 
without rigid expenditure regulation and non-deficient production, without a de- 
veloped system of production cost planning and cost accounting. 








we take a similar view of the suggestion of some comrades that prices should 
take into account the so-called "scarcity" of a commodity. It is sometimes 
claimed that high prices can do away with shortages in both consumer goods and 
products for industrial and technical purposes, regardless of planned production 
quotas. This is a mistake. Pricing cannot eliminate shortages. This can and 
must be done by planned balancing of production and consumption and technical- 
economic regulation of resources. That is why resolutions of the party and the 
government on improving the economic mechanism provide for enhancing balance 
methods of planning. In a planned economy prices should be oriented on socially 
necessary expenditures, provided for and stipulated in the plan. 


The socialist state makes use of all three functioms of prices: for planning 
and accounting, as an incentive, and in distribution. As a rule, however, one 
of them will predominate in a specific socio-economic situation and at different 


stages of development. 


During the first decades ot building socialism in the USSR prices were used ex- 
tensively for the distribution and redistribution of the national product. Prices 
helped to concentrate all fiscal resources in centralized funds, which were needed 
to solve priority national economic and socio-political problems. 


After 1965, modernization of the economic mechanism began to bring it abreast 

of the attained level of the productive forces, in particular through improving 
the system of cost accounting. But cost accounting is impossible without a pric- 
ing system that would ensure every enterprise and branch of industry cash accu- 
mulations sufficient for their expansion and would also offer effective economic 
incentives. The transition from formal to genuine cost accounting required a 
radical improvement in the incentive function of prices. 


Today pricing creates the most favored conditions for enterprises, associations 
and branches of industry, enabling them to tackle problems of developing produc- 
tion on the basis of raising its efficiency. Such a "positive incentive" system 
requires economically knowledgeable enterprise executives and a conscientious 
attitude towards national property on the part of all personnel. This is the 
attitude of both personnel and executives that we observe in many cases. 


At the same time, the USSR State Prices Committee also repeatedly encounters 
attitudes of another kind towards national property. Some executives do not 

take the necessary steps to improve production organization and management, 
accelerate scientific and technical progress and ensure environmental protection. 
Moreover, they try to hide their operational ineptitude by raising prices for 
their products, thereby shifting their own failures and shortcomings to the 
shoulders of the comsumers, the state and, in the final analysis, the society 


as a whole. 


[t is becoming more and more apparent that on this new stage of economic develop- 
ment, whe the economy is turning to the road of intensive development,a new 
function of planned pricing--the normative function--is coming to the fore. In 


accordance with the decrees on the economic mechanism, prices must become a stable 
social measurement of the costs of production. 





The 26th CPSU congress has defined our task clearly: "To improve price forma- 
tion in the branches of the economy as an important tool of planned management. 
To enhance the impact of wholesale prices as incentives for improving the quality 
of products, rzccelerated mastering of new, highly efficient equipment and the 
replacement of old machinery, the more efficient utilization of production re- 
sources, and for reducing the cost of output.” [It is from these positions that 
the price-<etting agencies conduct their practical! activities aimed at further 


improving the price system. 


NEW WHOLESALE PRICES AND TARIFFS 

NET OUTPUT NORMS 

Most wholesale industrial prices and ta.ifts were formed in 1967 and have been 

in effect for more than 14 years. True, over the years some adjustments were 
made for different groups and types of production. Thus, starting with 1 Jan 73, 
wholesale prices were reduced by 8 percent in many branches of machine building 
and metalworking. At the same time,wholesale prices of enterprises increased by 
the same 8 percent to take into account changes in the purchasing prices of agri- 
cultural raw materials,as well as wholesaie prices for some types of industrial 
raw materials used in the manufacture of consumer goods. The pric@of coking 
coal and ferrous industry products were raised while prices for rare metals and 
semiconductor materials in nonferrous metailurgy were lowered. These changes, 
however, were more of the nature of partial adjustments which did not signiticant- 
ly atfect the system of wholesale prices that had formed in 1967. 


That was the reason behind a certain disparity between prices and production 
costs in the extracting industries due,to a certain degree,to the impact of a 


number of objective factors: 


The worsening of mining and geological conditions of extraction of natural re- 
sources in the older developed regions of the center of the country; 


The rising share of remote northern and eastern areas in the extraction of fuel 
and other raw materials, requiring ever greater capital investments for the 
development of new deposits; 


Greater investment in environmental protection in all regions. 


At the same time, a number of ministries and enterprises neglected questions of 
thrifty operation and cutting production costs. Major measures taken to adjust 
wages were not adequately utilized to provide incentives for increasing labor 
productivity. Planned quotas for savings of material resources were not being 
met at a number of associations and enterprises. All of this led to an 
increase in production overhead, with some of the basic extracting branches of 
the heavy industry beginning to operate at a loss (especially coal mining in 


the Donbas). 


However, unprofitable operation in the extracting industries cannot be overcome 
by simply redistributing the earnings of profitable branches within the frame- 
work of the existing general level of wholesale prices for heavy industry pro- 


ducts. The rise in prices for fuel and mineral raw materials is affecting costs 

















and profitability in associated branches. This makes it necessary to improve 
the whole system of wholesale prices and tariffs. 


Since wholesale prices are being revised at a time of improvements being effected 
in the whoie economic mechanism, 2 resolution of specific questions of changing 
their level is not enough. Integrated measures are needed aimed at qualitative- 
ly improving the price forming mechanism; this will enhance the effect of prices 
on the development of the socialist economy, with the achievement of a better 
balance among the main elements of the economy, efficient utilization of mater- 
ial resources, and improvements in the geographical location of the productive 


forces. 


The introduction of new wholesale prices as of 1 Jan 82 has made it possible to 
introduce a number of fundamental measures. 


The costsof industrial production, and consequently wholesale prices, now more 
fully reflect the socially necessary expenditures, including geological prospect- 
ing, water supply work, reforestation, and social insurance for workers and 


employees. 
The incentive role of wholesale price markups for marketable industrial ana 
technical goods has been enhanced while at the same time making more extensive 


use of discounts for lLower-quality items. 


The role of pricing in reducing the materials and labor input in the manufacture 
of products and in encouraging the utilization of cheaper types of raw materials 
and primary products in place of scarcer and more expensive ones has been raised. 


The methods of determining the profitability of output have been changed. Great- 
er emphasis is being placed on assessing profitability (profits) in relation to 
direct manufacturing expenses, that is, the cost of a product less the cost of 
the raw and primary materials, fuel, energy, semifinished products and parts 


furnished from outside. 


By now wholesale prices and tariffs in industry have by and large been adjusted 
to current production and marketing conditions and the requirements of the eco- 
nomic mechanism, creating definite conditions for the development and strengthen- 
ing of cost accounting. They make good production expenses for every industry 

and branch and for all normally operating enterprises and assure profit returns 
in ammounts sufficient to cover payments into the budget for productive assets, 
the formation of economic incentive funds, and other planned expenses. 


Operational losses are being eliminated in oil and gas production, lumbering, 
thermal power production and the production of bricks, reinforced concrete and 

a number of foodstuffs, including sugar. Unjustified differences in the profit- 
ability of different branches and enterprises, as well as of different types of 
output, are also being overcome. For industry as a whole, profitability will be 
L5 percent in terms of the ratio of profit to production assets, and 16.5 percent 


in terms of the ratio of profit to production costs. 


A higher rate of profitability has been established for the most economical and 
high-quality items and products in highest demand in the economy. For example, 














in the machine-buiiding industry the rate of profitability for spare parts for 
machines, equipment and instruments is 1.4 to 1.8 times higher than for main- 
lime products. A higher proiitability rate thas been set for complete sets of 


machinery supplied to the economy (50 percent higher than for similar individu- 
ally supplied items). This rule, however, is applied only when the customer 
pays for the equipment after the whole consignment is delivered, the supplier 


receiving a bank credit untii the final deliverv is made. 


A revised system of normative-technical documentation was introduced together 
with the new prices. It more fully reflects indicators which characterize the 
consumer appeal, quasity and marketability of preducts. 





Along with the introduction of new wholesale prices, net product norms (NPN) 
were drawn up and approved. They are a component of the wholesale price and 
were developed as an average indicator for a branch of industry which includes 
the wages of industrial production personnel and profit. 


The norms were approved together with the wholesale prices on the basis of a 
snified branch estimate drawn up by the production associations (enterprises), 
scientific-research institutes and design 2gencies of ministries and departments. 
The estimates were, as a rule, made for progressive technical and economic norms. 


‘he USSR State Prices Committee and other price-forming agencies have been author- 
ized to approve the net product norms. One reason for this is that they have 
access to extensive information on price structures in all the branches and sec- 
tors of industry. The other is the need to coordinate the net product norms 

with the wholesale price system. 


The net product norms are a new evaluation indicator which more accurately and 
authenticaliy characterizes the actual contribution of labor to the creation of 
the portion of the surplus product provided for in the planned price structure. 
They cannot replace wholesale prices, because cost-accounting relations can be 
based only on wholesale prices, which provide for the complete reimbursement of 
normative production expenses and the formation of planned accumulation (profit) 


for every type (range) of products. 


Obviously, the transition from experimental verification of the use of NPN car- 
ried out over the last few years in a nmumber of branches of industry, to the 
planned introduction of this indicator in the economy gives rise to many new 
problems. Thev include the connection between branch NPN and the NPN of enter- 
prises, reduction of the labor-intensiveness and material-intensiveness of pro- 
duction, specialization and cooperation, equal advantage, encouragement of tech- 
nical progress, and so on. The experience of industrial enterprises (associa- 
tions) continues to be attentively studied. It can, however, be confidently 
stated that NPN will operate successfully only within a system of all plan indi- 
cators and planned price formation, not in isolation from them. In isolation they 
de not and cannot resolve problems of reducing the energy- and material-inten- 
siveness of production. However, the introduction of NPN is aimed at saving 


resources and raising production efficiency. 


Since 1 Jan 82, more than 20 ministries, including the machine-building ministries, 


have gone over to using the net product (normative) index in planning and 


7a 











accounting. Other branches of the economy, as well as industries of local and 
republican subordination, are introducing the index on a partial basis (mainly 
enterprises of the processing industries). 


The share of normative net production in the overall value of commodity produc- 
tion in machine building, building materials, and the lumber and pulp and paper 
industry is 40 percent of the value as determined accordinz to wholesale prices. 
The proportion of wages to profit in the normative net production is 60 to 40 


percent. 





SPECIFIC FEATURES OF THE FORMATION OF NEW WHOLESALE PRICES AND TARIFFS 
IN THE FUEL-ENERGY AND MINERALS-RAW MATERIALS COMPLEX 


When non-reproduceable natural resources (oil, gas, coal, nonferrous and ferrous 
metals ores, mined raw materials, building materials) are involved in the econ- 
omic turnover there is a tendency for expenses and prices to increase. Our pre- 
mise is that it is not inexorable. It can be halted, but this requires major 


technological and organizational measures: 


An in-depth analysis of operating technological procedures for the development 
of deposits and subsequent processing of mineral resources. We cannot tolerate 
practices, which evolved 30 or 40 years ago, which leave 30 to 50 percent of 
ore, coal or oil in expiored geological reserves in the ground while tens of 
millions of tons of coal, iron, nonferrous metals, sulfur, potassium and phos- 
phorus ores remain unextracted during enrichment and subsequent processing; 


The development of highly efficient mining machinery and equipment for the ex- 
traction and integrated processing of mineral raw materials; 


The development of designs and technological solutions, new machinery and tech- 
nologies for additionally drawing millions of tons of minerals and their compo- 
nents, which today remain in the ground or are not extracted during subsequent 
technological stages in the processing of minerals, into the economic turnover; 


Improvement of the current system of consumption of resources, which leaves untapped 
enormous possibilities for saving fuel, energy, metals, and lumber, and addit- 
ional measures for economizing all types of resources; 


The development of special-purpose integrated programs for the fuller utiliza- 
tion of available resources. 


Let us examine several examples of the new wholesale prices in the raw-materials 
branches of industry and energy rates. 


Prices Of coal for deliveries to the economy have been increased by 42 percent, 
or by 3.3 billion rubles per year, including a 59.4-percent hike for the Donetsk 
Basin. After the introduction of the new prices on 1 Jan 82, the profit was 
expected to be 1.6 billion rubles, as against an actual loss of 1.7 billion rubles 
in 1980. Prices are differentiated by coal basinsto take into account their 
expansion prospects and economic significance for the country's fuel and energy 


balance (see Table 1). 
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With the aim of promoting the accelerated development of the Kansk-Achinsk and 
Ekibastuz basins, the new prices provide for a higher level of profitability 
(2.4- to 2.6-fold) than for the industry as a whole. The new prices for coal 
there are 3.4 to 3.8 times lower than the average price for power—generation coal 
(in terms of ton of standard fuel), which encourages the construction of elec- 
tric stations based on their coal. Pricing of different grades has been im- 
proved to take into account the quality of power-generating coal. Prices for 
Ekibastuz coal of different grades are based on their specific heat of combus- 
tion. 


But here is a typical situation. While we were working on the new prices for 
coal, serious shortcomings developed in the organization of production and the 
utilization of production assests in the coal industry. As a consequence, the 
USSR Ministry of the Coal Industry estimates that even after the introduction 
of the new prices in 19f:2 losses will continue in the Donetsk and Podmoskovnyy 
coal basins, as well as at some other enterprises with underground extraction 
of coal. Enterprises of the Ekibastuz and Kansk-Achinsk coal basins, almost 
all enterprises of Kemerovo Oblast, Siberia and the Far East, and all enterpri- 
ses with opencut extraction of coal will be operating with a profit. This means 
that we will have to re-examine the problem of price formation in the coal 
industry. 


OIL PRICES for oil extracting enterprises have been increased 2.3-fold and dif- 
ferentiated by fields, taking into account geological conditions. They can en- 
sure the profitability of all operationally stable oil producing production as- 
sociations. At the same time, as a rule unified prices, differentiated according 
to sulfur content and the degree of pre-refinery treatment (water content, salts, 
mechanical admixtures), have been established for oil refineries and deliveries 
for export. Theadditional expenses incurred by oil refineries as a result of 
higher oil prices are fully made up by higher wholesale prices of fuel oil, 
gasoline and certain other oil products. The new prices provide higher profit- 
ability for the most efficient types of oil products, which will encourage more 
extensive refining. 


WHOLESALE PRICES OF ENTERPRISES FOR NATURAL AND OIL (CASING-HEAD) GAS HAVE BEEN 
RAISED BY AN AVERAGE 33 PERCENT. The prices are differentiated according to 

the main areas, depending on geological conditions, extraction costs and specific 
capital intensiveness. This assures normal profitability for all gas-producing 
associations, including those in areas with declining output due to objective 
geological conditions. Fixed (rental) payments have been set for associations 
located in the most favorable conditions. 


Wholesale gas prices for industrial consumers have been raised by 45 percent 

and are differentiated according to geographical areas, taking into account 
transportation factors. The prices make up for expenses for purchasing gas 

from the extraction enterprises, transportation through trunk pipelines, and 
delivery to consumers. Gas prices for all industrial consumers in all the coun- 
try's economic regions will be lower than fuel oil prices, and gas prices for 
electric stations in Tyumen Oblast will remain at the current low level. 














Electricity and heat rates have also been raised somewhat, especialiy for heat 
(more than 70 percent), which is mostly produced at a loss. The number of 

zones has been reduced and unjustified differences between rates in adjacent 
power systems have been eliminated, providing conditions for the profitable 
operation of enterprises. Rates have been differentiated taking into account 
the new prices for fuel in the user areas and the economic concern for the 
development of energy-intensive industries in regions with readily accessible 
‘uel and energy resources (see Table 2). We also decided to change the two-tier 
rate by increasing the share of payment for actually consumed electric power 

in kilowatt-hours, and taking into account the fuel component of its production. 


WHOLESALE PRICES IN FERROUS METALLURGY have been increased by an average 20 
percent for the consumer. The rate of increase is higher for the iron-ore 
industry, in which many mining enterprises were operating at a loss or with a 
low profit return (see Table 3). Profitability as the ratio of profit to pro- 
duction costs was estimated at 18.2 percent, and as the ratio of profit to pro- 
duction funds, at 13.3 percent. 


Since the wholesale prices for ferrous metals are the same ail over the country, 
the profitability of individual enterprises varies widely, because the prices 

for coal, coke, gas, fuel oil and power are differentiated according to extrac- 
tion and production conditions. Differences in profitability are also in large 
measure due to production specialization and cooperation commitments, degree of 
technological completion, and the state of the production assets (see Table 4). 
The figures in this table show that the reserves of raising production efficiency 
in ferrous metallurgy have not yet been tapped. This is the main reason for 

the unsatisfactory operation of the industry over a long period of time. 


Let us now examine the qualitative characteristics of some of the prices. The 
wholesale prices of steel and rolled stock take into account improvements in 
assortment and quality. An optimal balance has been established between prices 
for regular and quality rolled stock, between carbon and low-alloyed steel, and 
for other products. Prices for sheet metal have been relatively reduced as com- 
pared with bar, which will encourage the application of the most progressive 
economical technologies when using sheet metal in machine-building and con- 


struction. 


Higher profitability rates have been assured for the manufacture of effectual 
products, ranging from 9 percent for regular large-section steel, to 16 percent 
for shapes, 20 percent for merchant-mill products, 16 percent for hot-rolled 
steel, and 21 percent for cold-rolied steel. Added incentives are being pro- 
vided for the production of converter and transformer steel, galvanized tin-plate, 
and roll-formed sections, the profitability of which has been rated two to three 
times higher than that of regular grades. Prices for general-purpose, light, 
wide-flanged beams and channels and high-precision cold-drawn shapes have been 

set depending on economic effect. Price surcharges have been provided for grades 
of steel that can replace scarce nickel-containing and high-alloyed steels. 


The prices for carbon steel scrap have not been changed. With the higher prices 


for iron ore and pig-iron, this will reduce expenses for each ton of scrap 
additionally used in making steel by 35 to 40 rubles. On the one hand, this 
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Table 3. Changes in Wholesale Prices of Ferrous Metallurgy Products 
































Average Wholesale Price, | F 
rubles & kcpeks per ton , Price Change, 
Old 1 Jan 82_| . 
Tron ore 5.82 9.85 ; 169.2 | 
Chromium ore 14.88 27.09 182.1 | 
Conversion pig iron 63.96 83.18 130.0 
Foundry pig iron 72.68 97.83 134.6 | 
Metallurgical coke 43.76 60.75 138.8 
Billets 119.20 141.73 118.9 
Beams and channels 114.60 145.00 126.6 
Structural sheet, hot-rolled 146.40 173.70 118.6 
cold-rolled 202.30 245.80 121.5 
| Wide-gauge railroad rails 105.60 134.10 | 127.0 
General-purpose steel pipes, rolled 194.00 229.50 118.3 
drawn 310.00 331.70 107.0 
Quality steel wire for different 
purposes 351.00 409.00 116.5 | 
Table 4 


Change in Profitability of Ferrous Metallurgy Enterprises Due to 
New Wholesale Prices 
































Profitability, % 
Enterprise Former After 1 Jan 82 
to cost to assets ;|to cost to assets 

Magnitogorsk Combine 40.2 25.0 58.2 40.1 
Zaporozhstal' 40.2 39.4 37.2 45.4 
Cherepovetskiy Plant 17.8 12.7 26.9 29.1 
Novolipetskiy Plant 12.4 5.8 23.7 12.2 
Kuznetskiy Combine 0.2 0.1 20.8 | 18.0 
Nizhne-Tagil'sky Combine 12.7 7.3 28.9 17.8 
Zapadno-Sibirskiy Plant 9.9 4.6 24.3 12.5 
Makeyevskiy Plant | 14.3 12.2 8.7 10.0 
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will provide an additional incentive for using scrap, and on the other, the con- 
sumers will show greater concern for showing thrift in using metal products and 


increasing their utilization factor. 


IN NONFERROUS METALLURGY prices have been raised for all the main metals, the 
increases being greatest for tin, cobalt, zinc, lead and products of the proces- 
sing sectors (pipes, sections, sheet, hard alloys, etc.). Prices for semicon- 
ductor materials and intermetallic compounds for electronic hardware have been 


reduced considerably. 


IN THE CHEMICAL AND PETROCHEMICAL INDUSTRY, wholesale prices have been reduced 

for highly profitable types of products: manmade fibres, plastics, rubber, etc. 
However, higher prices for natural gas, fuel and power and changes in mining 

and geological conditions have led to an increase in the prices of mined chemi- 
cal raw materials, sulfuric acid, soda ash, potash, caustic soda, and mineral 
fertilizers. On the whole, however, the price level for products of the indicated 
branches remained virtually unchanged. The new prices more fully reflect the 
consumer qualities of products, and encourage the production and use of better 
types (concentrated and complex fertilizers, plastics, high-quality paints, var- 
nishes and dyes), and also the substitution of food with manmade raw materials. 


WHOLESALE PRICES FOR PRODUCTS OF THE FORESTRY AND LUMBER INDUSTRY have been raised 
by an average 30 percent, and by 28 per cent in the pulp-and-paper industry. 
Profitability and production costs are increasing from 10 to 15 percent in the 
former, and from 12 to 17 percent in the latter. 


WHOLESALE PRICES OF BULLDING MATERIALS have been increased substantially because 
of the change in prices for the fuel and raw materials resources used in their 
manufacture, -and.to eliminate losses in the manufacture of bricks, reinforced 
concrete and local building materials it was necessary to consolidate the profit- 
ability of the production of building materials and structural elements (while 


at the same time reducing their costs). 


The USSR State Prices Committee, in collaboration with the USSR State Committee 
for Construction and the State Commission tor Resources, set new rules for the 
economic evaluation of mineral deposits oriented on the method of evaluating 
minerals approved by the USSR State Committee for Science and Technology and 

the USSR State Prices Committee in 1979. The primary basis for the evaluation 
of minerals should be the wholesale prices introduced as of 1 Jan 82 for similar 
products in the mining industry. Closing expenses can be applied only after 

the State Prices Committee approves their specific amount, and only for deposits 
included by the USSR State Planning Committee in the list of projects to be 
developed before 1990-2005, detailed exploration of which at current wholesale 
prices is unprofitable. When they are commissioned the operating wholesale prices 
are to be revised taking into account the newly developed resources and on the 
basis of the adopted closing expenses. 


The methodological provisions ensure the stability of the level of wholesale pri- 
ces for minerals over the whole period of operation of the new wholesale prices, 
which, I think, will operate until 1990, At the same time, they also assure the 
stability of economic criteria for evaluating the effectiveness of capital invest- 
ments in the development of new minerals, taking account of closing expenses. 
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The introduction of closing expenses as an evaluation indicator for newly ex- 
plored deposits precludes application of any estimated or "projected" whole- 
sale prices, which are virtually impossible to calculate and which as a rule 
contribute to the adoption of subjective, economically groundless decisions. 


WHOLESALE PRICES AND PROBLEMS OF INTEGRATED 
DEVELOPMENT OF DEPOSITS 


Different suggestions have been made regarding the organizational forms and 
improvement of price formation for mining industry products, which, in their 
authors’ view, are designed to ensure the integrated utilization of mineral 
resources. Sometimes failure to increase the amount and number of components 
extracted from compound raw materials, utilize overburden rock or process spoil 
heaps is blamed on the absence of prices for different types of raw materials. 
It is suggested that a special fund be set up to finance measures for the effi- 
cient utilization of minerals in the mining industries, etc. 


In our opinion, these suggestions do not fully reckon with the actual state of 
affairs. They can only make the fullest, integrated utilization of minerals 
more difficult. This is not a matter of prices. Prices exist for all resources 
employed in the economy. The fundamental question is that of the quality of 

the designs of mining enterprises, concentrating mills, chemical and metallur- 
gical enterprises. If a design does not provide for the extraction of some com- 
ponents, if this is not built into the technology, no prices can help. The 


product won't be produced! 


The starting point of any metallurgical or mining enterprise is its design. The 
design assumes the existence of a tried and tested technology and the technical 
means (equipment) for the integrated utilization of the raw material. It is 
these production conditions that are usually lacking at enterprises which do not 
fit into the branch of industry (when valuable components of the raw material 
are "alien" to the given industry). Thus, solution of the problem of better and 
more comprehensive utilization of minerals must start with the planning and de- 


signing of the future enterprise. 


If expenses over and above the design estimates are incurred during the initial 
period of introduction of the new technological processes, they should be covered 
from the unified science and technology development fund. There is also a source 
for rewarding personnel of mining enterprises for the comprehensive utilization of min- 
erals: the material incentive fund. It will increase together with the output 

of additional products from the fuller and more comprehensive utilization of the 
initial raw material. We have enterprises where almost all side components are 
recovered. The greatest degree of comprehensive utilization of raw materials 

has been achieved at the Noril'’sk, Almalyk, Balkhash, Dzhezkazgan, Ust'-Kameno- 
gorsk and several other nonferrous metallurgy plants. Sometimes the proceeds 
from their sales exceed the value of the "main" product. So far this valuable 
experience of the nonferrous metallurgy industry has been largely ignored in 
other branches of the economy. The reason is not prices but the resistance 

of planning agencies, economic authorities and executives. 


At the same time, there are a number of unresolved question in the evaluation 
of the economic effectiveness of comprehensive mineral recoyery. In some cases 


14 























it is necessary to reassess established notions regarding new, as yet untapped 
opportunities inherent in mineral raw materials. For example, today we can al- 
ready justifiably speak of appraising the calorific value of sulfide ores. Non- 
ferrous metallurgy produces tens of millions of tons of sulfide ores with calo- 
rific values ranging from 800 to 1,200 kilocalories per kilogram (that is, one- 
half the energy contained in, for example, coal from the Podmoskovnyy Basin), 
but this quality of the ores is so far utilized by no more than 10 percent. 


The newly built Nadezhdinskiy metallurgical plant in Noril'sk employs the technique 
of autogenous flash smelting, which utilizes the heat of sulfide ores, while 

the flue gases, which have a temperature up to 1,300 degrees Celsius, are used 

in waste-heat boilers which produce steam for power production. This complex 
alone will save 2.4 billion kilowatt-hours of electricity a year as compared 

with conventional techniques. The rock in ores can be more extensively used 

for building materials. 


To ensure the more comprehensive utilization of resources it is necessary to 
revise notions of the optimum content of leading components in concentrates and 
other products, as weli as their loss rates during dressing and in chemical and 
metallurgical processes. Analyses have shown that when we go after a higher 
content of one component during ore dressing we tend to throw out not only gangue, 
but also many useful components which could have been extracted in another process stage, 
say, the metallurgical. The notions regarding the optimal concentration of 

useful components in ores and dressing products evolved back in the 30s and 40s. 

In a number of cases we continue to apply the scientific and technological de- 

velopments of those distant years without any significant modernization. 





That is why, for example, copper concentrate must contain not less than 15 per- 
cent of copper, while whatever fails to get into that concentrate is concentrating 
mill "waste", which contains copper, sulfur, gold, and other components. Such 
norms, I think, have long been obsolete and they must be revised. The reasonable 
content of components in concentrates and their pricing should be adopted with 

due account of the expenses and gains during subsequent processing stages aimed 

at more comprehensive utilization of raw materials. 


PRICE FORMATION IN THE MACHINE-BUILDING INDUSTRY 


The 26th CPSU congress set the tasks of enhancing the incentive effect of whole- 
sale prices on improving quality, accelerating the introduction of new, highly 
efficient equipment and replacing obsolete machines, more efficiently utilizing 
resources of production, and reducing production costs. It also called for 
strengthening state prices discipline and increasing the unit capacity of machines 
and equipment within optimal limits, while at the same time reducing their size, 
metal content, power cor. mption, and cost per unit of ultimate useful effect. 


In July 1979, when discussing the problem of improving wholesale prices, L.I. 
Brezhnev pointed out that the main direction should be the reduction of whole- 
sale prices through the reductiun of material and labor input, reduction of pro- 
duction costs, and the implementation of other measures aimed at achieving high 
profitability and efficiency. He called for a radical improvement of work in 

the sphere of price formation with the purpose of making it a truly important 
tool for the implementation of the party"s economic policies. These instructions 
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are of prime importance for price formation in machine-building, insofar as 

the price of new and modernized products should to the fullest degree encourage 
the production of highly efficient and dependable machines for the retooling 

of all branches of the national economy and for raising production efficiency. 


Some steps have already been taken to improve price formation. Since 1977, 
standards and specifications have been drawn up and approved together with the 
wholesale prices. The machine builders, pricing and standardization agencies 
now coordinate their work already at the technical assignment stage, when the 
limit prices for the new products are set. 


In accordance with the decree of the CPSU Central Committee and the USSR Council 
of Ministers of 12 July 1979, the pricing agencies can add incentive surcharges to 
the price of new and highly efficient products meeting the highest quality 

grade for a period of one or two years. If a product is awarded the State Qua- 
lity Emblem the surcharge period is prolonged. The total period of operation of 
a surcharge, including the first and repeat certification, is 7 to 10 years. Up 
to 70 percent of the receipts on the surcharge are channeled into the economic 
incentive funds of the manufacturing enterprises and the design organizations 
that developed the new technology. In 1979, such surcharges totalled 289,100,000 
rubles, in 1980 they went up to 333,000,000 rubles, and they increased 

still more in 1981 and 1982. However, surcharges should not be turned into life- 
time annuities, and thev should not be extended following a third or subsequent 
certifications. We feel that the present duration of surcharges is sufficient 

to encouarge the designers and producers of new technologies, who should con- 
tinue their efforts to create and modernize up-to-date machines and mechanisms. 


Starting in 1978, a new system of incentives for reducing the material-intensivw- 
ness of machine-building products went into effect. In calculating wholesale 
prices for new products which are equal to or better than the previously manu- 
factured products (which they are replacing) in technical and economic parameters 
and quality, and the manufacture of which involves the use of cheaper materials 
and substitutes, as well as prices for less material-intensive products, pro- 
visions are made to retain the actual profit made on the earlier manufactured pro- 
ducts, but not less than the normative profit. Up to 50 percent of the obtained 
savings is included-in the incentive surcharge of the wholesale price of products 
meeting the highest quality grade, or the saving is taken into account in the 
price of products of first-grade quality. Wholesale prices adopted in the plan 
for the replaced products are used to determine the volume of production and 
labor productivity up to the end of the five-year plan period. Reduction of 

the lLabor-intensity of products is currently encouraged in the same way. 


However, the people in the pricing agencies are being attacked by the producers 

for allegedly setting prices too low, while the consumers and the USSR State 
Construction Committee say that they are too high. We must concede that in a 
number of cases this criticism is justified. In the conditions of 1980 prices, 

the profitability of machine-building production remained fairly high, at an 
average of about 20 percent of total production costs, the equivalent figures 

being 40 percent in instrument-building, more than 20 percent in power machinery 
and machine tools, and not less than 13 percent in other branches of machine-build- 
ing. This is indicative of overpricing rather than underpricing. 
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we shall firmly implement the provisions of the party and government in the 
sphere of pricing. Optimal prices should compensate the producer for normative 
expenses incurred in production and assure a return of normative profit, as well 
as incentive surcharges from a portion of the economic effect. At the same time 
they should guarantee the consumer a degree of savings in operating equipment 
and other machinery as an inducement to the fastest renewal of the active por- 
tion of the fixed production assets. Conversely, if a product is cbsolete and 
due for suspension of production or modernization, it is necessary to resolutely 
apply economic sanctions in the form of discounts from wholesale prices to re- 
duce any economic incentive for continuing production. It is, however, obvious 
that the problem can be resolved only if the plans provide for the removal of 
obsolete, inefficient machines. 


An analysis of pricing materials pertaining to machinery shows that the machine- 
building ministries, scientific research institutes, design bureaus, enterprises 
and associations still give little attention to the development of new and moder- 


nized, highly efficient equipment. 


The resolution of the CPSU Central Committee and the USSR Council of Ministers 

of 20 July 1978 "On the Continued Development of Machine-Building in 1978-1980"* 
provides for the development, from 1978 through 1985, of machinery, equipment, 
instruments and automation means with a productivity not less than 1.5- to 2-fold 
that of the 1975 level. However, this resolution is not being fulfilled with 
respect to most of the specific products which began coming out in 1978-1980. 
Thus, in 1980, The average productivity increment for new and modernized ~achines 
was only 20 percent. This breaks down to 35 percent in machine tools, 18 per- 
cent in road-building machinery, approximately 14 percent in chemical machine- 
building, and 11 percent in heavy machinery. It follows that items built in 
1980, which will certainly be in operation in 1985, fall short of the increases 
in productivity stipulated in the resolution. The results of pricing in 1981 

so far indicate no positive change in these data. 


At the same time, it should be noted that the new machines included in the 
state plans possess higher productivity indicators. Unfortunately, they account 
for only a small portion of the output and, consequently, 4re@still incapable of 
decisively affecting labor productivity in the economy. 


The question of determining the economic effect should be examined separately. 
There is an operating system whereby such estimates must be coordinated with 

the producer ministries and the consumer ministries. Coordinated estimates would 
seem to be objective and indicative of real, not postulated eifecis. Unfortu- 
nately, the parties to the agreement have no liability for the estimates. Re- 
views have found estimates to be 30 to 50 percent exaggerated, and some even 
several times over! The USSR State Prices Committee is compelled to carefully 
check effect estimates and projected expenses, and in especially complex cases 
to appoint state price review commissions with the participation of highly 





*"Resheniya partii i pravitel'stva po khozyaystvennym voprosam (1977-1979)" [Party 
and Government Decisions on Economic Questions (1977-1979)]| Moscow, Politizdat, 


1979, p 402. 
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qualified experts representing different oranches of the economy, institutes 
of higher learning, indstrial and academic institutes. 


The checks and examinations result in approximately one-third of the draft 
wholesale prices SUbmitted for the approval of the USSR State Prices Committee 
being reduced by 20 to 30 percent, and in some cases by much more. The greatest 
changes due to inadequate economic and technical substantiation of the estimates 
were made in the drafts submitted by the Ministry of Power Machinery, the Minis- 
try of Instruments, Automation Equipment and Control Systems, the Ministry of 
Machinery for the Light Industry, the Food Industry and Household Appliances, 
and the Ministry of Heavy and Transport Machinery. 





Thus, a review of the draft wholesale price for the first 1,000,000-kilowatt 
turbine for nuclear power plants presented by the Kharkov turbine and [zhorskiy 
plants established overpricing of 18,000,000 rubles (submitted draft price 
46,000,000 rubles, endorsed price 28,000,000 rubles). Later, when the turbine 
was completed, we checked the actual expenses and found that the 28,000,000-ruble 
price was correct. This, be it noted, was a draft submitted by highly qualified 
experts and for a high-priority product. There were many reasons for the exces- 
sive pricing, including impermissibly low yield of quality metal in castings 

and forgings stipulated in the design by the technologists and designers at the 
Izhorskiy plant; after comments made by our commission of experts this was 
rectified on instructions from the Ministry of Power Machinery. 


The draft wholesale prices for 25-ton lift trucks manufactured by the L'vov 

lift trucks factory was reduced by 64,000 rubles (down to 106,000 instead of 

the 170,000 rubles suggested by the Ministry of the Automobile Industry). Unfor- 
tunately such examples of overrating production expenses are fairly frequent. 


In some cases, when new machinery and equipment are being developed or moder- 
nized, a scientific research institute may suggest replacing conventional mat- 
erials with so-called more effective ones without consideration for either costs or 
efficiency. Thus acting on the design institute's recommendations on concen- 
tration problems, the Dnepropetrovsk mining equipment plant installed polyureth- 
ane instead of rubber skimmers in a flotation machine. The effect of higher 
lifetime was completely wiped out by the higher cost of polyurethane. 


Unjustified increases in the price of new machinery are also due to excessively 
long introduction periods. This was the case with the T-130 tractor, which 
was introduced at the Chelyabinsk plant in 1971. The production costs of the 
new tractor, taking into account its higher productivity, increased more than 
1.5-fold, although its quality parameters have not yet reached those of the 


T-100 tractor it is supposed to replace. 


Another major fault is traceable to the fact that enterprises and associations 
review their normative specifications formally, just so as to be assigned a 

new index. Designers and other specialists waste time and effort to renew 
approvals of specifications without any changes in the quality, technical or 
economic parameters of the product. In particular, the Ministry of Instruments 
renewed old specifications over a wide range of products in production for five 
or more years which do not meet top quality svecifications. On the other hand, 
when replacing functionally analogous instruments it unjustifiably raises prices. 
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The standardization agencies, the All-Union Information Fund of Standards in 
the first place, are displaying a lack of principle and limit themselves to 
formal verifications without any evaluation of the meaningful portions of the 
normative specifications documents. These documents (the State Standards, 
/il-Union Standards and Specifications) should be reregistered only when an 
e. fective change (modernization) of the products concerned is envisaged. 


In carrying out the extensive, complex production organizational work involved 
in the comprehensive system of quality management, it is necessary to include 
in this system the new important initiatives of the personnel of the "Elektro- 
sila" association and the Kharkov people with respect to the cost-functional 
analysis of draft prices for new and modernized products. This wili make it 
possible to supplement the comprehensive quality management system with new 
economic meaning: real savings of resources. Quality must be economical! 


There are also other shortcomings in machine-building which result in inflated 
production expenses and prices. Thus, the machine-building industry has 500 
different operational normative specifications documents covering questions 

of rolled ferrous metals in machine and equipment elements which are not really 
needed. This leads to considerable overexpenditure of metal, yet there seems 
to be no one around to unify the documentation. At many enterprises, norm set- 
ting of the expenditure of material resources, ferrous and nonferrous metals 

in the first place, is in an unsatisfactory state. 


Inspections carried out by the State Prices Committee have established that 

a number of enterprises operate a variety of norms of expenditure of structural 
metal, separately for shops and sections, separately for upholding claims for 
the allocation of resources, and separately for justifying prices. Even more 
important, as a rule neither the ministries, nor the all-union production asso- 
ciations, nor the factories, draw up factory balance sheets for the utilization 
of metalwork which would include all the resources: rolled stock, pipes, cast- 
ings, forgings, units and parts supplied on a cooperation basis. That is why 
the the overall metal utilization factor is always inflated, because savings 
are made with rolled stock while more expensive castings are excessively em- 


ployed, etc. 


It is a good thing that in 1982 the USSR State Planning Committee has at long 
last begun to also take into account castings and forgings in the metal-inten- 
isveness norms. However, other supplies, including units and parts delivered 
on a cooperation basis, are still not included in metal-intensiveness estimates. 


We are very worried by the long-established practice whereby castings, units 
and parts produced on a cooperation basis sometimes cost much more than if they 
were produced by the factory itself. Nevetheless, the machine-builders readily 
accept such cooperation. A large portion of the blame for this rests with the 
planning, standardization and pricing agencies, which do nothing to eliminate 
inefficient cooperation and specialization ties. 


Expenses are even greater in the manufacture of a number of machines under the 
so-called broad cooperation system. During the 10th Five-Year Plan alone losses 
incured in the manufacture of machines under the broad cooperation system totalled 
550,000,000 rubles. It is time to set things right on a governmental basis in 


this sphere. 
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There are serious shortcomings in cooperation and specialization in the uti- 
lization of tractors and motor vehicles as a base for building other 

machines. Thus, the Gorkiy motor plant supplies the GAZ-52-04 to the Sverdlovsk 
municipal machinery plant for building snow loaders. But the Sverdlovsk plant 
then dismanties 13 units, including the frame, fenders, hood and cardan shaft, 


none of which are utilized. 


Motor vehicles and tractors are extensively disassembled at two Bryansk plants 
of the Ministry of Road Machinery, the Perm "Kommunar"™ production assoviation, 
and in many other places. Even the Kirov plant in Leningrad supplies K-700A 
and K-701 tractors to the Ministry of Road Machinery and the Ministry of Oil 
and Gas Construction for remodelling into cranes and spreaders together with 
sets of mounted farm tools which are, naturally, not utilized for their direct 
purpose. Such bad management is detrimental to state interests, yet the USSR 
State Planning Committee does not see these faults. 


At present, when approving prices for new products, the rate of expenditure of 
metal is reduced by not less than 18 te 20 percent against the base rate. This 
makes it incumbent on designers, engineers and technologists involved in the de- 
velopment of new machines to build reductions in the metal-intensity of products 
into their designs. The State Prices Committee has, for its part, adopted mea- 
sures aimed at using pricing as an incentive for encouraging savings in the use 
of rolled stock. The new wholesale prices of rolled stock introduced 1 Jan 82 
provide for payments for structural metal according to the actual quality of 

the basic specifications. This means that quality structural metal should be 
used in machine-building and construction with due account of the parameters 
attained without loss of quality. Discounts are also provided in cases when 
customers’ requests are not met with regard to deliveries of uneconomical grades 


of rolled stock. 


The high production costs of many sophisticated consumer goods with negligible 
saies profits are a matter of special concern. 


The repeal of the productions costs reduction index has proved highly damaging 
to the economy. The repeal had originally been justified by the fact that new 
machinery and high quality are incompatible with the reduction of production 
costs. Cur own and foreign experience has shown this to be entirely wrong. The 
high competitiveness of Japanese goods is due, as is known, not only to their 
high quality, but also to low production costs, a question of major concern and 
the prime factor in the high competitiveness of Japanese color TV sets, cars and 


other goods 


In our country, by comparison, the costs of production of color TV sets, radio 
and electronic goods, watches, furniture and other goods in popular demand are 
much too high, and nothing is really being done to reduce then. 


Starting in 1983, the directive indicator of production costs is being restored 

in f»ll, and assignments for reducing it will be set. It is necessary to really 
strengthen the policy of economy, r ‘se the role and significance of production 
calculation (normative and accounting), and direct the attention of economic, 
planning and financial agencies towards the solution of the task of systematically, 
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from month to month, reducing production costs at ill enterprises (associations), 
in all spheres of production, transportation, construction, etc. 


But for that it isn't enough to just talk and explain the need for a policy of 
thrift. Ministries and departments have been instructed to ensure that all 
subordinate enterprises and organizations draw up organizationai and technical 
measures for an additional reduction of materials expenditure per unit of out- 
put, work done and services rendered by an average of not less than 3 to 5 per- 
cent as compared with 1980; this is to be achieved over the period 1982-1985, 
with a decline of 1 to 1.5 percent to be achieved in 1982. 


The ministries, departments, enteprises and associations have been called upon 
to find reserves and include them in the economic turnover. Those who fail to 
meet the planned cost reduction targets should, in our view, be made adminis- 
tratively and economically liable. Perhaps they should even have their wage 
and economic incentive funds reduced by the total sum of underobtained reserves. 


The purpose of the pricing system is to have a greater impact on the economy by 
encouraging scientific and technological progress and promoting higher produc- 
tion efficiency, better quality, and all possible savings of all types of re- 
sources, in all branches of the economy; it must also facilitate the efficient 


utilization of production funds and labor reserves. 


“OPYRIGHT: Izdatel'stvo "Nauka", “Ekonomika i organizatsiya promyshlennogo 
proizvodstva", 1982 
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SPECIALIZATION IN MACHINE-BUILDING INDUSTRY DISCUSSED 


Novosibirsk EKO: EKONOMIKA I ORGANIZATSIYA PROMYSHLENNOGO PROIZVODSTVA in 
Russian No 9, Sep 82 (signed to press 27 July 1982) pp 35-46 


[Article by Doctor of Economic Sciences V. S. Vasilyev, professor at Kurgan Ma- 
chine-Building Institute, in section "Interdepartmental Problems": "Specializa- 
tion in Machine-Building: Taking a Systems Approach"; passages rendered in all 
capital letters printed in boldface in source] 


[Text] Specialization plays a special part in raising the efficiency of indus- 
trial production: approximately three-quarters of the growth in labor produc- 
tivity is achieved through its in-depth expansion. It must be noted, however, 





Moscow. The Vnukovo Aviation Repair Plant is continuously promoting 
measures aimed at improving production organization and introducing 
automated management systems and scientific organization of labor. 
The photo shows a TU-154 airplane in a factory shop. (TASS photo.) 
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that specialization in machine-building is proceeding slowly and the attained 
level is low. Approximately 80 percent of the output is produced by full-cycle 
plants, which include all three production phases: procurement, machining, and 
assembly, as well as an array of auxiliary and service units and facilities. 
They are called integrated enterprises; the conditions in which they operate 
approach those of the self-sufficiency characteristic of a natural economy. 
This is the lowest and least efficient level of specialization. 


As for plants involved in so-called itemized specialization, surveys reveal 
that, along with finished products - machines and equipment, they also market 
products classified in parts and technological specialization. 


The state of affairs is unambiguously reflected in the results of an investiga- 
tion which included virtually all major machine-building plants in the Urals 
area. At one of them, which is listed as an interprise with itemized speciali- 
zation, finished products account for only 53.5 percent of the total output; 

at another plant they account for only 45 percent, with units and parts marketed 
externally accounting for 17 percent, blanks, 35.2 percent, etc. Not only the 
plant director, but even shop superintendents seek to maintain their own repair, 
tools and engineering services in an effort to attain self-sufficiency for the 
shops and production sections. As a consequence, the proportion of plants in- 
volved in parts specialization was only 18 percent of those investigated, while 
technological specialization, which is the most efficient type of all, accounts 


for less than 2 percent. 


There are several reasons for this situation, both objective and subjective. 
They include the structural complexity of machine-building, which is the most 
diversified of all industries in respect of range of output, variety of equip- 
ment, types of manufacturing processes and technologies, and differences in 
skills and qualifications of factory-floor workers and engineering and technical 
personnel. Some 500,000,000 job authorizations alone are written out in the 
machine-building industry, and an average-sized machine-building plant has up 

to 600,000 items of different types and designations in circulation. 


One of the main reason for the lag in specialization seems to be inadequate theo- 
retical elaboration of the problem. Conventionally, three types of specializa- 
tion are distinguished: itemized, by parts, and technological; sometimes four 
or even five types are cited. That alone is indication of different approaches 


to the problem. | 


The distribution of enterprises according to the conventional types of speciali- | 
zation does not, in itself, offer a true picture, while published information 
regarding its level is highly arbitrary. Thus, all assembly work is classified 
in the technological (stage) type of specialization, yet an assembly plant can 
with equal right be treated as an itemized specialization enterprise. Numerous 
reservations prevent the development of an integrated conceptualization of pro- 
duction specialization and effective ways of resolving the problem. 


A new approach is needed to the problem of specialization to overcome the con- 
tradiction between the level of development of the productive forces and the 

forms of production organization. The key issue should be the ultimate goal of 
improving production organization. That goal is, in our view, HIGHER PRODUCTIVITY 


OF SOCIAL LABOR. 
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In the final analysis, the level of labor productivity is determined by the 
degree of the division of labor; the category of labor productivity develops under 
the impact of the law of thedivision of labor, as a characterization of concrete 
labor specialized for the production of specific consumer value. Outside of 

the divisionof labor, "without restricting the sphere of activity, it is impos- 
sible to carry out anything significant in any sphere. Thus, both the product 
and its producer are perfected thanks to thedivisionof labor."* This is pri- 
marily true of machine-building as one of the nost complex branches of industry. 


Specialization should thus be considered according to the extent of the division 
of labor. It is a COMPLEX SYSTEM, not isolated forms of it, which is why a 
systems approach should become the basis for resolving the problem. 


In our view, the system of specialization includes the following elements: 


Geographic specialization; 
Industrial differentiation; 
Industrial specialization; 
Specialization of enterprises; 
Specialization of production. 


Like any system, specialization presumes that its elements are in a suspended 
state. It consists of a certain number of elements, each of which occupies a 
specific place and has a certain weight. If one of the elements, say produc- 
tion specialization, has been brought to perfection while another, for instance, 
industrial specialization, is relatively poor, the desired effect will not be 
obtained. Simply speaking, imposing quotas for the output of outside products 
will "eat up” the results of efforts to expand the division of labor within the 


enterprise. 


SPECIALIZATION OF PRODUCTION can yield the desired effect only if measures are 
first taken for the specialization of the branch of industry and preliminary 
INDUSTRIAL DIFFERENTIATION. There is thus an interconnection and sequence of 
work, or echelons of specialization. Another aspect of the problem is that 

it has to be tackled at least on the scale of a branch of industry, and often 
involving enterprises of different industries. It is also essential to take 
regional features into account, that is, to solve questions of geographic spe- 


cialization. 


The systems approach to specialization requires a basically variant formulation 
of the problem. For example, how to distribute investments most efficiently, 
where they should be directed in the first place: for the specialization of 
production or for the formation of a new branch of industry? Measures for the 
mechanization and automation of production require major efforts and large in- 
vestments. Yet we estimate that expensive, custom-made equipment, including 
machines used for such highly important jobs as stamping, forging and finishing, 
are idle up to 60 percent of the plan-allotted time. The capital-labor ratio is 
exceeded without good reason, with a consequent decline in the capital-output 


ratio and the efficiency of production. 





*K. Marx and F. Engels, "Sochineniya" [Works], Vol 23, p 378. 
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At the November 1981 plenum of the CPSU Central Committee it was noted that 
during the 10th Five-Year Plan the capital-labor ratio in industry increased 
by 36 percent, whereas productivity increased only 17 percent. As a conse- 
quence, the capital-output ratio automatically declined. The respective fig- 
ures in machine-building (including metalworking) were 43 and 35 percent. 


GEOGRAPHIC SPECIALIZATION is the basis of the system. It requires due account 
of the specifics of a large economic region for locating machine-building plants 
in it and for the efficiert utilization of its labor, raw-material and produc- 
tion reserves. Opportunities appear for the development of traditional labor 
skills of the population of the region, for more efficient transportation, etc. 


The July 1979 resolution of the CPSU Central Committee and the USSR Council of 

Ministers on improving the economic mechanism placed emphasis on combining the 

industrial and geographic principles of management: "To regard the reasonable 

combination of industrial and geographic development as the most important di- 

rection in improving all planning work." The inclusion of the element of geo- 
graphic organization in the specialization system is fully in keeping with this 
task. 





An acute problem is the development of small and medium towns by locating plants 
for the production of blanks and some parts and assemblies in them. This would 
ease the load on integrated plants and, at the same time, on big cities. It 
would also solve another problem by reducing distances between plants belonging 
to the same production association. The geographic orientation of the system 

of specialization would also make it possible to resolve other newly arising 
problems: supplying the enterprises with water, preventing atmospheric pollu- 
tion, and developing the production and nonproduction infrastructure. 


INDUSTRIAL DIFFERENTIATION is an important element in the system of specializa- 
tion. Progress in the division of labor requires the segmentation of indivi- 
dual production facilities of the branch and sector of industry within which 

they are developing. Independent status is long overdue for such branches as 
foundry production, the production of items in general machine-building demand 
and of parts made of manmade and powdered materials, composites, etc. Obviously,, 


this will require major investments and concentrated efforts. However, without | 


output that is not in its line and pave the way for the next stage: industrial 
specialization. 


Unfortunately, one continues to encounter facts that are hard to explain. Thus, 
one Urals instrument-building plant which machines microscopic parts also pro- 
duces crankshafts. Serious efforts to expand specialization at the plant are 
hardly possible unless manufacture of that item is passed on to another minis- 
try. This example is additional proof of the need for an integrated solution 

of the problem of specialization in machine-building. 


SPECIALIZATION OF ENTERPRISES occupies a special place in the system. The re- 


solution of the CPSU Central Committee and the USSR Council of Ministers of 
2 March 1973 defines such forms of organization as industrial and production 
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associations.* A two- and three-tier management system has been set up on the 
basis of general branch management procedures. This approach was reaffirmed in 
the decisions of the 26th party congress. Unfortunately, the directives of the 
party and the government are not being carried out completely. 


An analysis reveals that during the organization of associations attention was 
primarily focused on streamlining management and centralization rather than 

on concentrating production of similar types of products. The force of habit 
has a strong influence on the develupment of these enterprises and associations: 
the director refuses to rely on the outside suppliers and therefore starts set- 
ting up his own manufacture of blanks, tools (including normalized), fixtures, 
and other items. 


When the associations were set up, only partial measures were usually taken to 
expand specialization. Plant mergers were, and often still are, more 
mechanical in character. Streamlining the range of products, reorganiza- 
tion of some shops, and other work served only to get to the upper layer of 
reserves. The underlying opportunities of specialization remained virtually 


untapped. 


The specialization of enterprises in the proposed system follows in the wake of 
geographic specialization, industrial differentiation and industrial speciali- 
zation. This is where the question of criteria arises. Since the purpose of 
specialization is to increase labor productivity, all other things being equal, 
it requires an organization of production in which manpower requirements are 
coordinated with the available equipment. This condition is met by coordinating 
the structure of output (based on methods of machining) with the avai- 

lable equipment operation time according to purpose, type and specifications. 
That appears to be the principal criterion of specialization. Only then can the 
socially necessary level of the capital-labor ratio, faster growth of labor pro- 
ductivity and, consequently, higher capital-output ratio, be assured. 


However, since the technical equipment of enterprises does not meet the require- 
ments of specialization, the equipment must be operated at unjustifiably high 
parameters, even when this involves all the planned time availability. It is 
common for heavy-duty lathes to be used to machine parts 40 percent 

of which require half the center height; 52 percent of all parts could be machined 
on lathes with half the center-to-center distance. In 73 percent of all opera- 
tions the workpiece weight capabilities of machine tools are utilized by only 


one-half. 


There are many cases of unjustifiably high capacity of press-forging plant. Uti- 
lization time is 1.2 to 1.5 shifts and even less (disregarding downtime durin, 
shifts). That is just why the capital-labor ratio is running ahead of the growth 
output and the capital-output ratio is unjustifiably rising. 





*"Resheniya partii i pravitel'stva po khozyaystvennym voprosam (1972-1973)" [Party 
and Government Resolutions on Economic Questions], Moscow, Politizdat, 1974, 


pp 428-459. 
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Key: 
1. General division of labor 13. Plants of quantity and large ser- 
2. Industry ies production 
3. Partial division of labor 14. Plants of series and small series 
4. Machine-building production 
5. Production specialization 15. Plants of custom-made production 
6. Geographic specialization 16. Specialization of oblasts 
7. Identification of sectors ac- 17. Assembly plants 
cording to purpose of machines 18. Specialization of industrial 
8. According to major economic re- "clusters" 
gions of the country 19. Plants for manufacturing assemblies 
9. Within the socialist camp 20. Integrated plants 


10. Specialization of plants accor- 21. Specialization of industrial centers 
ding to output of machinery of 22. Parts manufacturing plants 


given family, class, type and 23. Blanks manufacturing plants 
specifications (on the basis 24. Spare parts manufacturing plants 
of technical-economic classi- 

fication) 


ll. Specialization of subregions 
12. Among countries 


Of course, the capital-labor ratio forming mechanism is sufficiently complex. 
Notably, one should not forget that the prices for equipment increase faster 
than productivity even though the machine-building price index shows a decline. 
Thus, high results achieved by an.individual enterprise do not always signify 
higher productivity of social labor: after all, they may have been attained 


at a high price. 
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The chart on the preceding page presents the principle of specialization as 

an element in a systems approach. It can be seen that the suggested system 

does not contradict the three currently existing forms (itemized, parts, tech- 
nological). The question is only of blending them into the system as an organic 
component. Specialization of enterprises in this system is effective insofar 

as a special approach is taken to each type of production: quantity, series, 
and custom-made. Each has its peculiarities which must be taken into account: 
when people attempt to mechanically transfer the VAZ [Volga Automobile Plant] 
brigade system to plants with series or custom-made production, this can yield 


nothing but harm. 


The concluding element of the system is SPECIALIZATION OF PRODUCTION. It must 
be distinguished from specialization of enterprises. According to Marx's clas- 
sification, it corresponds to division of labor within enterprises. Speciali- 
zation of production is effective when it is preceded by the other four elements 
of the system: geographic specialization, industrial differentiation, indus- 
trial specialization, and specialization of enterprises. 


The specialization system in machine-building requires specific organizational 
forms. One such form could be the MACHINE-BUILDING COMPLEX in a large economic 
region. Its specific feature is priority orientation on local conditions and 
requirements. It could include factories not only of its "own" ministry, but 
of other branches of machine-building as well, thereby forming a territorial 


industrial complex. 


There is nothing formal in thus posing the question. There are cases when the 
developers of general schemes of industrial management failed to utilize oppor- 
tunities for bringing together related enterprises within city limits but 
belonging to different ministries. This neglected the geographic principle 
of organization of production and planning, a prime function of management. 


Exactly the reverse can also be observed, as when machine-building ministries 
invoke the general scheme to include in associations plants whose output is not 
even uniform. Thus, the Truck Tractor Plant imeni Karbyshev in Kurgan did not 
have much specialization even before the association was organized. Including 
it in the "Soyuzglavavtopritsep" association served only to lower its level of 
specialization, because creation of the association was seen as a narrow depart- 
mental task rather than a problem of specialization. 


A specialized machine-building complex requires an organic blending of the GEO- 
GRAPHIC AND INDUSTRIAL BRANCH ELEMENTS. The purpose of its organization is to 
concentrate like products in quantity production. As a rule, an individual plant 
is restricted to one of the production phases. Consequently, specialized primary 
blanks, machining and assembly enterprises are assigned, and they service not 
only the complex but other enterprises as well. 


Specialization means that equipment is repaired by those who make it. That is 
why the machine-building complex must have enterprises specializing in repairs 

of equipment regardless of where it is being used or when it was built. This 
gives rise, firstly, to the question of the complex setting up duplicate plants 

in other economic regions. Secondly, it makes sense for setting up the production 
of spare parts and assemblies, including those for machines no longer being built, 


at enterprises of the complex. 
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Sverdlovsk. Assembly of a "T-100" 
extraction turbine on the assembly 
stand of the turbine shop of the 
“Turbomotornyy zavod" association 
imeni Voroshilov. The turbine is 
produced with the State Emblem of 
Quality. (TASS photo) 





Testing a new general-purpose unit with numerical control and a 
“processing center" with 40 tools at the Ulyanovsky Heavy and Custom- 


Made Tools Plant. (TASS photo) 


29 





Provisions should be made for the machine-building complex to include plants 
for manufacturing special equipment and machining attachments. Such enter- 
prises should be set up with an eye on meeting the needs of the whole industry. 
That meansthat they can be included in every complex. 


Maintenance and service units and facilities (repairs, tool-making, transport, 
etc.) are of special importance. They are called auxiliary even though their 
role is not less (if not greater) than that of the principal ones. Centrali- 
zation of the auxiiiary and maintenance facilities is a prerequisite of efficient 
operation of the whole complex. The same can be said of engineering services. 
Specialized machine-building complexes create conditions for organizing serious 
research, development, design and experimental services. 


Each newly established machine-building complex requires special economic justi- 
fication, taking into account the features of its products, geographic and sec- 
torial interests, and type of production. For that reason it is much easier to 
set up 2 new complex than to organize one on the basis of operating plants. It 
is estimated that the costs of setting up pay off within two or three years. 
Output increases two- to four-fold, and proportionate costs go down, including 
the costs of new products. 


COPYRIGHT: Izdatel‘’stvo "Nauka", “Ekonomika i organizatsiya promyshlennogo 
proizvodstva", 1982 
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ORGANIZATION AS AN INSEPARABLE PART OF MANAGEMENT 


Novosibirsk EKO: EKONOMIKA I ORGANIZATSIYA PROMYSHLENNOGO PROIZVODSTVA in 
Russian No 9, Sep 82 (signed to press 27 July 1982) pp 47-54 


[Article by Doctor of Economic Sciences G.E. Slezinger, NIITruda, Moscow: 
“Organization and Management is a Single Complex"; passages rendered in all ca- 
pital letters printed in boldface in source] 


[Text] Have you ever seen an assembly conveyer grind to a halt, leaving the 
workers with nothing to do? A most unpleasant sight! Then "settling scores” 
begins. The assembly people accuse the suppliers of parts from the machine 
shop, those in turn accuse their counterparts in the castings and forgings shop, 
while the latter lay the blame on the supply people. 


Simplifying somewhat, their arguments can be divided into two groups: 


1. “It's really very simple: all that's needed is an adequate operational 
backup. EstabliShing it is the task of the organizers of the production process." 


2. “But who will maintain the backup at the needed level? No, this is a func- 
tion of operational management." 


Let us try to get to the essence of the problem. 


When we see an enterprise where wasted working time and manpower turnover have 
been reduced to a minimum, production capacities are used efficiently, material 
and financial resources are expended judiciously, the people are working rhyth- 
mically, all elements operate harmoniously, ensuring stable fulfillment of planned 
assignments and socialist pledges, we can say confidently that the organiza- 
tional structure and management as such are on the highest level. But alas, 

for many enterprises such a picture is not a snapshot of reality but rather an 
ideal the way to which lies through endless overcoming of pitfalls which seem 

to be inherent in the organization of labor. And whoever may be to blame for 

any specific fault, the real cause is always the same: poor organization. 


A WELL-ORGANIZED STRUCTURE ASSURES THE UNINTERRUPTED OPERATION OF THE WHOLE 
COLLECTIVE, UNCONDITIONAL FULFILLMENT OF ASSIGNED FUNCTIONS, AND DEVELOPMENT 
AND IMPROVEMENT. IN ALL OF THIS MANAGEMENT IS A TOOL, A LEVER USED TO ENSURE 
EITHER THE SELF-ORGANIZATION OF THE COLLECTIVE OR ITS RESTRUCTURING WITH THE 
PURPOSE OF APPROACHING SELF-ORGANIZATION. THE HIGHER ITS LEVEL THE LESS IT IS 
IN NEED OF EXTERNAL MANAGERIAL PRODDING. 
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In recent years there has been a growing tendency to separate these aspects of 
production, laying emphasis on management problems while overlooking the inm- 
provement of organizational structures. 


Attempts to separate management and organization are clearly contrived. Organ- 
ization and management were never separated, to say nothing of being counter- 
posed,in the past. Back in 1924, acting on a report delivered on March 12 by 
V. V. Kuybyshev, the 2nd All-Union Conference for the Scientific Organization 
of Labor (SOL) set up an SOL Council under the collegium of the People's Con- 
missariat for Worker-Peasant Inspection. Could it have been so narrowly con- 
ceived? Not at all. It was simply an rcronym for the Council for Scientific 
Organization of Labor, Production and Management. What was envisaged was an 
integrated triad system for the comprehensive scientific organization of social 
labor. That that unity was achieved not only on paper is indicated by the re- 
sults of SOL work during those years. The idea of taking a comprehensive ap- 
proach to the solution of organizational problems was not only proclaimed; it 
was also realized in the economic practice of the new Soviet republic. 


The great role played in the 30's by the state trust "“Orgametall,"” where this 
author worked for many years, in setting up and developing the soviet system 

of organization of production is well known. It laid the foundations for a 
comprehensive approach to production rationalization in heavy industry at both 
operating and newly built enterprises. There were no restrictive classifica- 
tions at the time and people dealt with both the organization and management 

of labor. Nor were any distinctions made between what refers to the organiza- 
tion of labor and what to the organization of production or management: these 
questions were tackled comprehensively for the respective enterprises, operat- 
ing or still in construction, within the framework of a unified organizational 
draft, which also provided for the use of managerial hardware. It is interest- 
ing to note that the activity of “Orgametall" was not restricted to metalworking 
or machine-building: it was actively and successfully extended to other bran- 


ches of industry. 


Dissemination of the best experience in the organization of labor and management 
was promoted by a highly popular monthly called ORGA-INFORMATSIYA, as weil as 

an authoritative handbook, "Orga-spravochnik,” which appeared in several edi- 
tions. The experience of "“Orgametall" provided the basis for the establishment 
and development of many organizations in different industries. Since then, 
unfortunately, each industry has been tackling organizational and management 


problems in its own way. 


The question arises: is it not time to rectify the situation, take a look at 
the useful experience of the past and develop it as applicable to contemporary 
conditions? The division that evolved yesterday was not justified historically. 
and today it is not justified economically. 


The share of SOL undertakings in the overall growth of labor productivity is 
increasing every year. This is doubtlessly a positive development for industry 
as awhole. However, the scattering of this index over different branches of 
industry remains great, from 11.6 percent in agricultural machine-building to 
89.6 percent in the meat and dairy industry. It is apparent that the actual 
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volume of output is in the former industry affected by underestimation of 
organizational factors, and in the latter, to a greater degree by the opera- 
tion of the management system and technical and natural factors. Even so, it 
is our view that in both cases organizational and managerial reserves have been 
far from exhausted. Their utilization is a realistic source of reducing the 
demand for labor, material and financial resources per unit of output. 


The most promising field for the application of our joint efforts is to de 
found not in retreating into a circle of narrow organizational questions or 
veering towards managerial aspects, but in organically merging them in the 
framework of scientific organization of labor and management (SOLaM). 


Examples of a comprehensive approach can be found not only in our industry's 
vast. Whereas the past is instructive, the present is convincing. Best proof 
of the expediency of the comprehensive approach to the organization of produc- 
tion, labor and management is the currently popular system adopted at the 
Volzhskiy Automobile Plant, the authors of which were awarded the State Prize. 

A high level of concentration and specialization of main-line and auxiliary 
facilities, centralization of managerial functions with the retention of caly 
line personnel on the staff of shops, and the brigade form of labor organiza- 
tion and reimbursement--these, in a nutshell, are the basic organizational prin- 
ciples realization of which made it possible for the factory personnel to master 
the production capacities, attain the specified labor-intensity of production, 
and assure stable fulfillment of the state plan and high quality of produced 
vehicles within a short period of time. 


The "Gidroprivod" plant in Gomel is the main enterprise of the "Gidroavtomatika”" 
production association of the Ministry of Instrument Making, Automation Equip- 
ment and Control Systems. During 1976-1978, it effected a planned transition 
from the solution of local SOL problems to a comprehensive system of organiza- 
f tion of labor, production and management. During that time a total of 634 or- 
ganizational and technical measures were elaborated and introduced, yielding 
an economic effect of 552,600 rubles; 165 measures out of that total involved 
improvements in the organization of labor, production and management, and they 
yielded an effect equal to 232,400 rubles. It can be calculated that SOL mea- 
sures associatcd with ine human factor accounted for 26 percent of the total 
number but yielded 42 percent of the total effect. In other words, every organ- 
izational measure had an effect 1.5 timeSpetter than that of purely technical 


undertakings. 


According to data of the West-Siberian branch of the NIITruda [scientific re- 
search ins'itute of labor], with the same investment, new SOL measures eliminate 
three times more jobs than technical reconstruction. It would, of course, be 
wrong to counterpose technology to the human factor. But the facts speak for 
themselves: at present 15 or 16 times more money is allocated for reconstruct- 
ing equipment than for improving organization. But the effect of reconstruc- 
tion is only 5 or 6 times greater than that of improving organization. Accor- 
ding to the West-Siberian branch of NIITruda, for every invested ruble new 
machinery yields 41 kopecks, while SOL measures yield 2 rubles and more. 


The solution of local SOL problems yields a smaller effect (but still. greater 
than simple technical reconstruction), while integrated solution of these 
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problems yields a greater effect. Returning to the "Gidroprivod" example, the 
main thing to note is that the plant advanced naturally from the solution of 
minor problems to an integrated system of organization and management. The 
results are impressive: the smoothness-of-production factor has risen from 0.69 
to 0.98, labor productivity has risen 1.3-fold, losses due to waste have dropped 
60 percent, and the coefficient of utilization of production capacities has 
risen to 99.8 percent. 


The sad facts of conveyer stoppages go to show that however good the labor con- 
ditions and however precisely all operations are synchronized, the whole range 
of SOL work can collapse through a minor fault in the organization of produc- 
tion and management. The conclusion is simple: organization of labor, produc- 
tion and management are three elements of an enterprise's organizational system 
which cannot be severed with impunity, neither in theory nor in practice. Ob- 
viously, each one is important, but when pooled together their value does not 
just add up, it increases many times over. Therein lies the third argument in 
favor of the organic unity of organization and management. 


At present questions of labor organization are handled by the State Committee 
for Labor and Social Problems. Problems of organization of production and man- 
agement, on the other hand, are tackled within the framework of each ministry 

to take into account their specific features. Unfortunately, there is no inter- 
industrial coordination or cooperation in this field. Even adjoining industries, 
like machine-building, metallurgy and mining, have no lines of communication. 
Given similar production conditions, there is hardly any justification for dif- 
ferent approaches to the organization of auxiliary services, flow lines, utility 
premises, the verification and quality of output, questions of norm setting, and 
to different forms of moral and material incentives. 


Different industries have similar shops and even enterprises. For example, 
machine-building plants in the coal industry are no different than plants subor- 
dinate to the machine-building ministries, except, perhaps, that their standards 
of SOL work are lower. There are, of course, features specific to different in- 
dustries, but they are not so great as to have every enterprise tackle management 
problems completely on its own. It is no accident that there is such extensive 
duplicating of management recommendations, which could have been overcome in no 
time through sensible centralization. Here we have a realistic reserve for 
cutting expenses on both the theory of SOL and its practical introduction. 


WHO, WHAT AGENCY, WHAT ORGANIZATION COULD UNDERTAKE TO SUPERVISE THE WORK ON 
IMPROVING THE ORGANIZATION OF LABOR, PRODUCTION AND MANAGEMENT CARRIED OUT IN 
THE MINISTRIES AND DEPARTMENTS? IF ONE TAKES INTO ACCOUNT THE LEADING ROLE OF 
SCIENTIFIC ORGANIZATION OF LABOR IN BRINGING PEOPLE AND MACHINES TOGETHER AND 
CREATING THE ECONOMIC AND SOCIAL CONDITIONS FOR THE ACTIVITY OF PRODUCTION COL- 
LECTIVES, THE ANSWER IS SELF~EVIDENT: THE MOST SUITABLE SUCH AGENCY IS THE 
USSR STATE COMMITTEE FOR LABOR AND SOCIAL PROBLEMS, WHICH WOULD TACKLE THE PROB- 
LEM JOINTLY WITH THE STATE COMMITTEE FOR SCIENCE AND TECHNOLOGY, EXPANDING CUR- 
RENT PROCEDURES FOR PLANNING RESEARCH ON SOL PROBLEMS BY GIVING GREATER ATTEN- 
TION TO PROBLEMS OF PRODUCTION ORGANIZATION OF INTERINDUSTRIAL RELEVANCE. 
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To ensure the elaboration of such problems as applied to the level of enter- 
prises and organizations and coordinate the work of industrial institutes in 
this sphere, it is necessary to set up under the aforementioned agency an All- 
Union Scientific Research Center on the Organization of Labor, Production and 
Management (to stress continuity, it could be called "Orga-tsentr"). It could 
have a base in sectors of institutes and organizations of different departments 
within the limits of already available funding. At the same time, it is nece- 
ssary to substantially raise the effectiveness of SOL centers in the branches 
of industry by orienting them on integrated elaboration and introduction of 
progressive solutions in the sphere of organization of labor, production and 
management. As V. I. Lenin remarked, rational organization multiplies the 
society's forces tenfold. 


THE KEY TO THE CONSIDERABLE RESERVES FOR RAISING THE EFFECTIVENESS OF WORK IS 
IN THE HANDS OF EVERY COLLECTIVE. ITS NAME IS SELF-ORGANIZATION. This is no 
longer an extensive route; it is intensive, insofar as it can achieve the de- 
sired result with no additional expenditure. The secret lies in the organiza- 
tional culture of the elements of the economic mechanism, in the intiative and 
sense of responsibility of the executives and their readiness to pool efforts 
without the intercession of a superior or other specially designated agency. 

In other words, the need is not to set up new structures but first and foremost 
to fine-tune the mechanism of interaction of existing ones (perhaps even elimi- 
nating some through mergers) on the basis of establishing direct, bilateral, 
long-term contractual ties between them. Therein lies an important organiza- 
tional reserve for enhancing the efficiency of the economy. 


If FOLLOWS THAT THE SCIENTIFIC AND TECHNICAL COMMUNITY HAS A GROWING ROLE TO 
PLAY IN RALLYING THE EFFORTS OF SCIENTISTS AND SPECIALISTS FOR THE COMPREHEN- 
SIVE ELABORATION AND INTRODUCTION OF PROGRESSIVE FORMS AND METHODS OF ORGANIZA- 
fLON OF LABOR, PRODUCTION AND MANAGEMENT. To this end, existing public commit- 
tees currently dealing with these problems on their own could serve as a basis 
for setting up an All-Union Society for Scientific Organization within the 
framework of the VSNTO [All-Union Scientific-Technical Association]. Its pur- | 
pose would be to place all currently existing organization on a scientific basis. 
It is also important to expand and encourage the search for new solutions in ! 
the sphere of organization of labor, production and management in the same way '! 
as this is done with regard to technical creativity. 


Such a solution of the question is favored by many experts in labor organiza- ) 
tion, economic executives, and party and public organizations. It has been 
suggested in this connection that in both scientific research and practical im- 
plementation there is a need not only for narrow specialists, such as engineers 
in labor orgenization and norm-setting and organization of production and manage- 
ment, but also for wide-ranging organiz ts. There is a case for supporting 

and disseminating the experience of the .eningrad Institute of Finances and 
Economics imeni Voznesenskiy, the curriculum of which has for a number of years 
included a course in organization design. The training of such personnel should 


be expanded. 


The main purpose of organization is to bring the three components of the labor 
process--human labor itself, and the objects and tools of labor--together in 
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a reliably functioning system for the production of goods or services. If 
one component is missing there is, naturally, no system. The purpose 

of organization of labor is to see to it that all workplaces are manned by 
people duly trained, provided with all they need, and concerned with the re- 
sults of their efforts. The purpose of organization of production is to cor- 
rectly arrange the production process and provide it with all required mater- 
ials and things. And the purpose of organization of management is to estab- 
lish and maintain the necessary motivation of people in the process of their 
joint activity for the production of goods or services. 


Let us once again recall the words of Comrade L.I. Brezhnev, who in his report 
to the 25th CPSU congress defined the importance of organization at the 
present stage as follows: "When the correct policy has been elaborated and 
the right line taken, success depends first and foremost on organization. We 
have such a policy and such a line. That means that the key element is organ- 
ization, that is, the continued improvement of the management of the economy 
in the broadest sense of the word." The role of organization as the decisive 
element must body forth with new force in the current 5-year period. 


COPYRIGHT: Izdatel'stvo "Nauka", “Ekonomika i organizatsiya promyshlennogo 
proizvodstva", 1982 
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BUSINESS GAMES AND EDUCATION 


Novosibirsk EKO; EKONOMIKA I ORGANIZATSIYA PROMYSHLENNOGO PROIZVODSTVA in 
Russian No 9, Sep 82 (signed to press 27 July 1982) p 55 


[Blurb to section "Management Systems and Methods"] 


[Text] EKO has published large selections of materials on business games on 

three occasions. Theyoffered an idea of what they are good for, the history 

of their appearance in our country, their justification, and finally, some 
descriptions of specific games. Although business games can be usefully applied 
for different purposes, their greatest growth has been in the sphere of education. 


In this issue the reader can learn about how business games and other modern 
methods of active instruction are used to enhance the effectiveness of educa- 
tion. 


COPYRIGHT: Izdatel'stvo "Nauka", "Ekonomika i organizatsiya promyshlennogo 
proizvodstva", 1982 
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BUSINESS GAMES, SIMULATION TECHNIQUES DISCUSSED 


Novosibirsk EKO: EKONOMIKA I ORGANIZATSIYA PROMYSHLENNOGO PROIZVODSTVA in 
Russian No 9, Sep 82 (signed to press 27 July 1982) pp 56-73 


[Report by correspondent D. Shpil'foygel' on "school-seminar" held 21-25 Sep 81 
in Novosibirsk: ""he "School' and Life"; passages rendered in all capital let- 
ters printed in boldface in source] 


[Text] Out of the great variety of collective forms of business and scholarly 
communication, which range from imposing conventions and intriguing symposiums 
to secretive colloquiums and conventional conferences, the enthusiast of busi- 
ness games and active instruction methods (BG and AIM) is sure to single out 
school-seminars, which are most closely associated with the explosive develop- 
ments in this field of activity in the last few years. 


The designation itself-—school-seminar--assumes that this form cormoines discus- 
sion of controversial issues with the sharing of experience, The real-life 

BG and AIM school-seminars, however, are also distinguished by an unrequired 
feature: the bubbling enthusiasm of their participants. Is it due to the qua- 
lities of business games, with their exciting competitive gamble,or to the very 
thorough way the schools are planned (usually at a tourist base, in a pictur- 

esque locality, far from the city with its unending business and domestic routines, 
in short in conditions of virtually total “immersion" into the subject)? Or 

to the abundant supply of methodological materials, abstracts of papers and 

other software? Most likely all of this combined. 


Whatever the case may be, the participants in school-seminars are offered work- 
ing conditions which enable them to study papers thoroughly and in greater de- 
tail, establish useful contacts faster, pool activities in different fields 
(joint methodological studies, mutual assistance in game adaptation, developing 
modifications, etc.), and, of course, to get first-hand information about the 
achievements of their peers. The demonstration of business games and other 
methods of active instruction by their authors and developers impart to the 
school-seminars the quality of a comprehensive educational tool with firm mas- 
tery of the topic. BG and AIM school-seminars themselves possess something of 
the quality of business games with their excitement and high work intensity 

and effectiveness. 
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The first was the 1975 Moscow School the purpose of which was to determine the 
experience accumulated in the country. The Second and Third Moscow Schools 

were more or less specialized in character, dealing with business games and 
their software. The First Leningrad School (Poddubye, near Luga, January 1978) 
went on to formulate the principal directions of development, with some elements 
of business games demonstrated in practice. The Second Leningrad School (Losevo, 
1980) considered a number of methodological questions and laid the basis for 

a target program: "Expansion of Applications of Educational Business Games Up 
to 1983". That school conducted complete educational business games. In addi- 
tion, the participants were instructed in conducting them. The focus of atten- 
tion of the Third Novosibirsk School (1981) was computer business games. 


This cursory review shows that the advantages of the school-seminar format were 
utilized on a growing scale, while business games and active instruction methods 
were employed ever more extensively and in more different ways. 


The growing number of participants in the schools (both persons and organizations) 
is indicative of the appearance of new games, with more applications, and the 
development of modifications. Whereas the Second Leningrad School was attended 

by 150 people from 18 cities, the Third School was attended by specialists known 
for their contributions to BG and AIM from 40 cities. Whereas at the Second 
School demonstrations were carried out of 11 business games and two other active 
instruction methods, the list of AIM and BG demonstration at Akademgorodok 


has 20 titles. 


The subjects of the papers and reports are indicative of greater in-depth elabo- 
ration of BG and AIM. A transition has taken place from individual games to 

the formation of thematic game and study course complexes, integrated AIM systems 
for university departments, and the development of "student" games. Finally. 

the seminar-schools are indicative of the increasingly applied trend in the 

_ development of BG and AIM towards instruction and education in the widest sense. 
It is gratifying that an attempt has been made to involve all organizations con- 
cerned in the development of a sweeping BG and AIM program. Thereby a powerful 
stream is being directed into a channel of purposeful coordination of efforts. 


‘ 


All the basic trends in BG and AIM development were apparent at the Novosibirsk 
School-Seminar held 21 through 25 September 1981. 


Its agenda was significant. The morning of the first day was devoted to a full 
session with papers and reports, but immediately after lunch, and up to the last 
day (when the conducted games and AIM classes were discussed, the results were 
summed up, a general debate was held and recommendations were adopted) AIM and 


BG demonstrations were held. 


These features of the School make it hard to describe its work. The reader can 
form an idea of what went on at the plenary session from the excerpts from papers 
and reports and the articles published in this issue (they were written for EKO 
on the basis of papers); there is also a report on the final session; it is, 
however, impossible to describe all the games. We shall therefore have to re- 
strict ourselves to the games that aroused the greatest interest among the 
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participants in the School. There is one consolation: some of the games men- 
tioned in the papers and shown at classes have been described in our magazine, 
others will be featured shortly. 


Day One. PLENARY SESSION 


ACADEMICIAN A.G. AGANBEGYAN (excerpts from opening address): The question of 
the use of active instruction methods and business games should be approached 
from the standpoint of the ultimate goals of education, from the position of 
the development of this sphere of activity, which is so important for the 
country as a whole. 


Social production is acquiring an ever more collective character. The result 
of the common effort is becoming increasingly dependent on the work done at 
an individual section. How much today depends on a man with a spade? But 
what if his hands are on the levers of a modern excavator? Nowadays the suc- 
cess of any undertaking is to a much greater extent dependent on the qualifi- 
cations of workers, their skills and attitude towards work. This gives rise 
to entirely new, heightened demands being imposed on education, which, unfor- 
tunately, we are as yet incapable of meeting fully. Therein I detect the 
cause of what seems to me a very dangerous lag of the sphere of education 
behind the needs of the country. 


What are its manifestations? Up until a certain time outlays for education in 
our country used to rise faster than other expenditure items: in the 50s their 
share reached 10-11 percent of the gross national income and was the highest in 
the world (for comparison, the USA had 4 percent, and West European countries 
even less). The Soviet Union's launching of the world's first artificial satel- 
lite forced representatives of the Western world to look for the answer to the 
secret of what they had regarded as a "backward" country. A US presidential 
committee saw the key to that answer in our educational system. 


After that, large sums were allocated in the US to develop’ the education sys- 
tem and appropriate programs were launched, such as the creation of “scientific 
superiority centers", the purpose of which was to place 100 colleges and univer- 
sities in leading world positions within 20 years. Currently the share of ex- 
penditures for education in the United States has climbed to 12 percent of the 
national income. On the other hand, our country has since the 50's been increa- 
sing expenditures for education at a slower rate than the growth of the national 


income. 


At the same time, if one views education from the wider perspective of its role 
in the modern world, it is not hard to see a whole series of new problems. One 
of them is directly related to active instruction methods and business games. 


I will cite an example which seems to me extremely significant. Imagine that 
we have to teach a person to drive a car. The question is, can he be taught to 
drive by simply feeding him information? The answer is obvious: Of course not. 
Even if we got together the very best drivers and theoreticians to explain when 
to press which pedal, how to handle the steering wheel, watch the road, and so 
on and so forth, after completing the course and brilliantly passing the test 
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he would be foolish to get behind the wheel, because besides information he 
also needs good skills, the ability to identify the obtained knowledge with 
a real-life and constantly changing situation, he needs experience. 


So why is it that we refuse to let a person drive a car after only theoretical 
training, yet we don't wonder how people can manage an industrial enterprise or 
engage in planning without practical experience? 


I see active instruction methods as a means for blending knowledge with skills, 
for transforming knowledge from a prerequisite of activity into activity itself. 
I see this as being very important. 


N.B. MIRONOSETSKIY, DOCTOR OF TECHNICAL SCIENCES, PROFESSOR, DEAN OF THE SPE- 
CIAL DEPARTMENT AT THE NOVOSIBIRSK STATE UNIVERSITY (from his paper, "Problems of 
Invigorating Higher Education"): Business games and active methods of instruc- 
tion have shown their effectiveness at the economic department of the Novosi- 
birsk University and the special department for retraining executive personnel 
in industry and planning agencies set up at the university in 1977 with the 
active support of the Presidium of the Siberian Branch of the USSR Academy of 
Sciences and the RSFSR State Planning Committee. 


I will not describe the organization of instruction at the special department: 
this was covered in detail by EKO. Suffice it to say that our motto is: "Not 


a single lecture!" 


The effectiveness of this approach is apparent to us. Five years of work and 
10 graduation classes make firm conclusions possible. 


Effectiveness of instruction is our prime concern, and feedback, among other 
things, makes it possible for us to judge how good it is. Graduates of the 
special department often come back to visit us and discuss their problems. 
Some of them are participating in joint studies included in the plans of their 
enterprises and in the plans of the Institute of Economics and Organization of 
Industrial Production of the Siberian Branch. Many of the works were highly 
rated and defended as candidate of science dissertations. We expect that in 
the coming years the results of continued research by some former students 
will be submitted as doctorate dissertations. 


In 1981, the Novosibirsk University and the Institute of Economics sponsored 

a scientific practice conference, "The 26th CPSU Congress in the Development 
of the Economy of the USSR," in which many graduates of the special department 
took part. Many of them are carrying their obtained knowledge and skills on 
by assembling enthusiasts around them, which gives new impetus to the improve- 
ment of management. Every graduate of the special department is provided with 
methodological literature on topical economic problems. 


The extensive introduction of new teaching methods requires the retraining of 
instructors. To this end, a 5-year plan for retraining instructors of economic 
VUZes was drawn up with the support of the Central Administration for Univer- 
sities and Economic and Legal Institutes of Higher Learning of the RSFSR Ministry 
of Higher Education. Today approximately one-third of all new students are 


teachers. 
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We are striving to introduce business games in other institutes of higher lear- 
ning and are extensively passing on game descriptions and software to other 
organizations interested in them. 


L. B. NAUMOV, DOCTOR OF MEDICAL SCIENCES, PROFESSOR AT THE NOVOSIBIRSK MEDICAL 
INSTITUTE (from paper, "The Objectives of Professional Training and Methods 
of Attaining Them") [Text illustrated with cartoons, which are not reproduced]: 


How fine the progress reports! How comforting the percentage of specialists 
with higher education! Alas, test grades are sharply at variance with objec- 
tive criteria of the training of specialists... How can we assure the high 
professional training of every college and university graduate?... 


There are four levels of acquisition of knowledge: familiarization, replica- 
tion, development of skills, and knowledge transformation. The system of in- 
struction and monitoring the acquisition of knowledge in the higher school is 
restricted mainly to the second level, whereas any type of activity requires 

the third level, that is, the ability to work flawlessly. A student may have pa- 
ssed a test with flying colors and yet turn out to be quite helpless when his 
knowledge has to be transformed into professional skiils. That is why a diplo- 
maed king often turns out to be naked, and no variants of “force” pedagogy 

can solve the problem, despite opinions to the contraxy shared by many educators. 


What is the effectiveness of the four types of professional thinking in solving 
the same problems? If the common goal is a correct and complete solution of 
the problem, the fruitfulness of descriptive thinking is comparable with the 
"fire power" of a Neanderthal man trying to hit a target. 


Syndrome thinking is a shot from a medieval cannon.... 


Results are radically better when applying the method of diagnostic expedience: 
this is hitting the bull's eye with a single well-aimed shot. 


Finally, the fourth method--diagnostic algorithm--covers the whole syndrome 
area with a single “salvo” and assures a quick, correct and complete solution 
of all problems of a given cl%ss. 


A specialist educated according to the conventional descriptive principle of 
diagnostic thinking may spend all his professional life groping in the dark 
and committing endless errors. Diagnostic thinking illuminated by the torch 
of an algorithm is much more effective. 


Business games are the best way of modeling professional activity in accordance 
with the third principle (knowledge as skills). Their purpose is to perform 
the functions of a simulator, and a highly efficient simulator at that, prior 
to dealing with real entities. 


M. M. BIRSHTEYN, VICE-CHAIRMAN OF LENINGRAD PUBLIC SCIENTIFIC-METHODOLOGICAL CENTER 


FOR AUTOMATIC TEACHING METHODS, PROFESSOR R. F. ZHUKOV, DOCTOR OF TECHNICAL SCIENCES, 


HEAD OF CHAIR OCF ENGINEERING PEDAGOGY AND PSYCHOLOGY, LENINGRAD 
POLYTECHNICAL INSTITUTE IMENI KALININ, AND T. P. TIMOFEYEVSKIY, CHAIRMAN OF THE 
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COMMISSION ON THE AUTOMATION OF ENGINEERING AND MANAGERIAL WORK OF THE LENIN- 
GRAD OBLAST COUNCIL OF THE SCIENTIFIC-TECHNICAL SOCIETY (from paper “The Ap- 
pearance and State of Soviet and Foreign Business Games"): According to in- 
complete data, there are some 400 business games in use in the United States. 
The use of business games in teaching economic subjects is as widespread in 
the US as, for example, practice classes in teaching physics or chemistry. 
Business games are conducted in all elements of the system for training mana- 
gerial specialists: in higher and secondary schools, in senior high-school 
classes, in business schools. Business games are used extensively by enter- 
prises and corporations and for solving research problems. 


A number of trends can be traced in the development of modern American business 
games. They include a sharp increase in the number of business games (approxi- 
mately 6-fold, from 56 to 340, in the decade from 1966 to 1975); international- 
ization of the stock of business games, that is, adopting them from other coun- 
tries; an increase in the proportion of manual games (up to 67 percent in 1973) 
--and all this despite their growing complexity and higher scientific and tech- 
nical level. Extensive use is made of the newest developments in computers 

and office equipment, long-distance computer services for game groups, and con- 
ducting games far away from computer centers. Business games have appeared 
with extremely complex situation scenarios and very long game time (a long- 
term planning game of the Carnegie Institute lasts 37 weeks); game organization 
and methods of conducting automated games have been perfected (the number of 
teams in a game has been increased to 40-45); computers are used as game part- 
ners, and standard units are employed. American business games are character- 
ized by the development of systems complexes (for example, the "City" game has 
6 modifications of the basic game); the use of television (up to 50,000 TV par- 
ticipants); the use of extremal capabilities (for example, simulating a lunar 
situation in the "Moon Encounter" game, a game in an imaginary country "Lagosh,” 
and in an ancient country that existed 3,500 years before our era in the "Shu- 
merian"” game); the appearance of complex large-scale games (for example, running 
the economy of an imaginary planet "Clarion" in the beginning of the 2lst 


century). 


Duplication of games software in the United States has been placed on an indus- 
trial basis, making them available to any organization. 


V. I. RYBAL*SKIY, DOCTOR OF ECONOMIC SCLENCES, PROFESSOR OF THE KIEV CONSTRUC- 
TION ENGINEERING INSTITUTE (from paper "Game Complexes in Technical Institutes 
of Higher Learning"): The best advantage of the numerous assets of business 
games can be taken by using them regularly in teaching many subjects and at 

all stages of engineer training without exception. Such a game complex was par- 
tially realized in our institute. A complex should include three groups of 
games: introductory, “subject, and graduation. The first group could include 
the game “College Studies", which can help freshmen to gain a faster understand- 
ing of the new conditions of study and life at institutes of higher learning. 
Simplified introductory games for college applicants can help them gain an idea 
of their future profession and make a more knowledgeable choice. Representa- 
tives of the school, for their part, can evaluate an applicant's inclination 


for engineering work. 





"Subject" games accompany and conclude instruction in the most important sveci- 
alized subjects, or parts of them. For example, in the third year of the con- 
struction department, instruction in the course “Technology of Building Produc- 
tion” is concluded with the game DISPUT, in which the players must reduce con- 
struction time and ensure rhythmic work. 


"Graduation" games are conducted during the concluding stage of engineer train- 
ing. They are of an integrated character, provide for the participation of 
representatives from different departments of the school, are diversified, and 
require knowledge of subjects taught during the course. They are the institute's 


“major games." 


One of the first games of this type is KROSS, which brings together 150 to 200 
participants whose interests correspond to different levels of management in 
the construction process, from work supervisers to association chiefs, as well 
as to “external” parties (factories manufacturing reinforced concrete and metal 
structural elements, concrete-mixing units, specialized works administrations 
and sections, etc.). A system of incentives directs the efforts of all parti- 
cipants in the game to the same goal of speeding up the commissioning of pro- 
jects and thereby ensuring high production indices. 


L. A. BAZILEVICH, CANDIDATE OF ECONOMIC SCIENCES, DOCENT OF THE LENINGRAD POLY- 
TECHNICAL INSTITUTE IMENI KALININ (from paper “"Ceneral Model of a Business Game 
as a Simulating System"): To help students of economic and technical special- 
ties and enrolles of advanced training departments for industrial executives 
and specialists the better to master courses in production organization and 

the scientific principles of management, it is necessary to use different forms 
of active involvement in the study process (a system of classes in engineering 
economics specialties is given in the table). 


An essential feature of business games for students is the clear explanation 

of its model, the mechanism of interaction of the participants, and the rules 

of the game. Success in many ways depends on how the roles are distributed 
among the participants and how their knowledgeability and psychological charac- 
teristics are taken into account. The results of a student's participation in 

a series of business games can subsequently be taken into account during place- 
ment of graduates. In business games for industrial executives and specialists 
the emphasis must be shifted to a realistic formulation of the game (taking into 
account the specialization and positions of the participants, provision of game 
software, utilization of real-life technical and economic indices). 


Days Two, Three and Four. BG AND AIM DEMONSTRATIONS 


THE ASPR BUSINESS GAME 


DOCTOR OF ECONOMIC SCIENCES V. V. KULESHOV, M. YE. YERSHOVA, YU. S. YERSHOV, 
AND O. B. MAKAROVA, NOVOSIBIRSK STATE UNIVERSITY IMENI LENINSKIY KOMSOMOL: 
Raising the level of planning is inseparable from mathematical economic models 
and methods, but their introduction into planning techniques is a long, many- 


staged and very laborious process. 
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The ASPR [Automated Planning Calculation System] game is primarily designed for 
research purposes. It helps to understand the principal properties of real-life 
processes and procedures associated with mathematical economic methods, overcome 
the psychological barrier, and train and retrain planning and research workers 
faster and better. 


Three variants of the game have been developed. ASPR-1l and ASPR-2 simulate the 
process of drawing up a long-term national economic plan on the basis of a sim- 
plified variant of a system of territorial production planning models developed 
at the IEiOPP [institute of economics] of the USSK Academy of Sciences" Siberian 
Branch. Currently an intersectorial, inter-regional optimization model is being 
coordinated with optimization models of development and geographic distribution 


of branches of industry. 


The ASPR-3 is the most complex variant. In it, the region is identified as an 
independent system, while the planning procedure is based on a strict algorithm. 
The game makes extensive use of evaluations of products and resources obtained 


in subsystem models. 
TELEVISION BUSINESS GAME "CYBERNETIC PHYTOTRON" 


L. N. IVANENKO, CANDIDATE OF TECHNICAL SCIENCES, INSTITUTE OF CYBERNETICS, UKRA- 
INTAN ACADEMY OF SCIENCES, KIEV: Scientific and technical progress is advancing 

at such a rate that specific fields of knowledge rapidly grow obsolete. Chang- 

ing a profession (or professions) or substantial alterations of its features is 

a reality fraught with the threat of life on the periphery of one's vocation. 

It is necessary to change the purpose of education from pumping knowledge to trans- 
mitting culture. Education should be tailored less to supplying specific know- 
ledges and skills than to developing the capabilities for generating them, for 
looking at the world through inquisitive eyes, for studying. 


That, approximately, is the principle we applied in developing the "Cybernetic 
Phytotron" game. The game was conducted over Ukrainian television, and 679 
enthusiasts, minors and adults (machine operators, physicians, teachers, resear- 
chers, students, retirees, and one policeman), took part in it. 


The game offers insights into crop production and the economics of agriculture, 
the rules of land cultivation and ecological problems; it shows the difficulty 
of managing agriculture and its dependence on natural conditions, many of which 


may be fortuitous. 


The player draws up agrotechnical and commercial plans for each year; his guide- 
line is the state assignment (which must be met in the first place under penalty 
of a fine!) and making a maximum profit. Needed variability is created by five 
fields of different value, seven crops, different pricing systems (planned, 
surplus-planned and free market), and nine weather conditions. 


The game can be used for different purposes: active popularization of knowledge, 
professional orientation, acquaintance of applicants with professional speciali- 
zation and farm specialists with mathematical methods and cybernetic hardware, 


development of simulation games, etc. 
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THE EFFECTIVENESS QF ASPR GAMES 


The effectiveness of playing the ASPR-1 business game was tested experimental- 

ly. For that a group of students was divided into two subgroups both having 

the same average grades. The students were offered to study (repeat) material 

on the topic “Automated Systems of Plan Calculations and EMM" [expansion unknown]. 
One group studied the topic at a conventional seminar class (the “theoreticians” 
group), the other played the ASPR game (the "game-players"™ group). Both groups 
were given four hours. After the classes the students were given a written test in 
which they had to answer questions rated according to points. The results were 
then summed and compared. 


Four third-year academic groups took part in the experiment. The “theoretici- 
ans" scored 1,345 points, the "game-players" 3,039 points. This difference is 
indubitable proof of the effectiveness of using the ASPR-1 game in instruction. 


The ASPR-1 business game test was witnessed by psychologists who wanted to study 
the physical and mental state and working ability of both the "theoreticians" 
and “game-players" before and after the test. A poll showed that after having 
begun in approximately the same condition, after the test the “theoreticians” 
were more tired, listless, apathetic and moody, while the "game-players" res- 
ponded that they felt good, exhiliarated and alert. 


Whereas in the conventional methods of instruction only 2 or 3 students out ot 
10) were active, in a game active participation rose to 8-10. 


EXCERPTS FROM REPORTS AT THE SCHOOL-SEMINAR 


V. F. KOMAROV, CANDIDATE OF ECONOMIC SCIENCES, IEiOPP, SIBERIAN BRANCH OF THE 
USSR ACADEMY OF SCIENCES, NOVOSIBIRSK: I was greatly impressed by the "Optimum" 
game developed at the Kiev Construction Engineering Institute. If real data 

are fed into the game it can be used to trace the future course of construction. 
I was pleasantly surprised by the combination of simplicity and complexity in 

the game. The hand of a master can be seen. In general, games of the institute 
are finished products which can safely be recommended for practical use. 


B. N. KHRISTENKC, DOCTOR OF MEDICAL SCIENCES, NOVOSIBIRSK MEDICAL INSTITUTE: 

We are the only medical institute in the country which has medical games and 

active instruction methods. We have a total of 22, but we are unable to pub- 
lish or duplicate them. Enthusiasm will languish without material support. 


V. A. TRON’, CANDIDATE OF TECHNICAL SCIENCES, KIEV: Re-equipment of the mana- 
gerial apparatus requires large-scale scientific-research games, such as the 
Novosibirsk games PLAST, "Enterprise-Ministry," and ASPR, for all participants 

in the planning and management processes: representatives of industries, areas, 
the Gosplan. Game situations should be introducejinto practical planning. An 
integrated large-scale game simulator would make it possible to study the con- 
sequence of important decisions and reduce the probability of precipitate actions. 


A. M. GATAULIN, DOCTOR OF ECONOMIC SCIENCES, AGRICULTURAL ACADEMY IMENI TIMIRYA- 
ZEV, MOSCOW: This has been very useful for us. The thoughtfulness and 
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thoroughness with which Professor Naumov's games have been conceived is truly 
remarkable. In conducting them the instructor literally gives all he is worth, 
but the effect is very great. The students are active, and they later discuss 
the studies at length. These games can help us. 


V. V. MALYKHIN, CANDIDATE OF ECONOMIC SCIENCES, INSTITUTE OF RAILROAD TRANSPORT 
ENGINEERS, OMSK: The use of business games and active instruction methods in 
teaching raises the question of the effectiveness of the educator's work. Games 
are labor-intensive and expensive, but they alsn yield a great effect. For that 
reason we must know the extent of that effect and how business and active in- 
struction methods should combine with traditional methods of instruction, 

in what proportion, and what software they will require.... 





Fifth (last) Day. DISCUSSION OF GAMES IN SECTIONS. 
GENERAL DISCUSSION AND ADOPTION OF RECOMMENDATIONS 


Four sections were set up. One discussed games and active instruction methods 
developed in Novosibirsk, the second discussed construction games, the third, 
medical games, and the fourth, other games. The section discussions were fol- 
lowed by a general debate, after which recommendations were adopted. 


The discussions in the sections and the general discussion revolved mainly ar- 
ound two groups of problems, organizational and scientific. 


It was noted that, despite insufficient advertising of business games and active 
instruction methods, there seems ta be too much enthusiasm for quantity without 
sufficent concern for quality. Controlled dissemination of business games and 
active instruction methods assumes selection of the best and bringing them to 

the most "marketable state." The participants considered that the promotion of 
business games and active instruction methods could be enhanced only by expanding 
capabilities for duplicating methodological materials. This request must be 
addressed to the appropriate authorities. Furthermore, it is necessary to in- 
crease the number of BCG and AIM publications, which could be facilit..ted, in 
particular, by the establishment of corresponding departments in journals. 


The majority of business games and active instruction means have not been adap- 
ted for fast demonstrations; demonstration variants of the games are needed, which 
which would make it possible to present their main features within a short 


time schedule. 


The scientific problems which drew the attention of the participants in the 
school-seminar included the relative lag of research games as compared with 
educational games, the problem of determining the economic effectiveness of 
business games and active instruction methods, especially in connection with 
the great difficulties involved in aeveloping them. The importance of enhan- 
cing the psychological and sociological aspects of games and active instruc- 
tion methods was noted. The section for construction games devoted consider- 
able attention to the selection of the player teams. Note was made of the po- 
sitive experience acquired in this field at the Leningrad and Chelyabinsk poly- 


technical institutes, 
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WHAT NEXT? 





Business games and active instruction metheds are approaching a new stage of 
development: they are emerging from the laboratories into the wide world of 
lecture halls--in colleges, advanced training institutes and other retraining 


centers. 


More and more is being done to popularize business games and active instruction 
methods (in 1980 and 1981 six big seminars were held in Chernovitsy, Kishinev, 
Moscow, Leningrad and Odessa), as well as to train game experts and improve the 
qualifications of developers. Scientific-technical societies are getting more 
actively involved. For example, in addition to its regular participation in 

the organization of school-seminars, the Leningrad Oblast council of the sci- 
entific-technical society sponsored a review of business games involving more 

than 100 games. Another active sponsor is the active instruction methods section 
of the USSR Ministry of Higher Education's scientific and methodological council 
on problems of advanced training. 


New centers employing and developing business games and active instruction me- 
thods are appearing. They organize seminars of their own. Thus, in February 
1982, the Chelyabinsk Polytechnical Institute sponsored a zonal school-seminar. 
The institute has also set up and is successfully operating the first inter- 
chair economic laboratory for business games and automatic instruction methods 
in the system of the USSR Ministry of Higher Education. 


It has been decided to sponsor all-union seminar schools not once every two 
years, as was the case with the Leningrad and Novosibirsk schools, but yearly. 


"What is life? A game!"... 


COPYRIGHT: Izdatel'stvo "Nauka", "Ekonomika i organizatsiya promyshlennogo 
proizvodstva", 1982 
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IMPLEMENTING, CREATING, TEACHING BUSINESS GAMES 


Novosibirsk EKO: EKONOMIKA I ORGANIZATSIYA PROMYSHLENNOGO PROIZVODSTVA in 
Russian No 9, Sep 82 (signed to press 27 July 1982) pp 74-86 


[Article by M. M. Birshteyn, vice-chairman of the Leningrad Public Scientific- 
Methodological Center for Active Instruction Methods, Oblast NTO Council, 

T. N. Kuz'menkova, scientific secretary of the central target program coordina- 
tion group, and T. P. Timofeyevskiy, chairman of the commission for automation 
of engineering and managerial work, Leningrad Oblast NTO Council: "Target Pro- 


gram for Introducing Business Games" ] 
[Text] PLAN THE USE OF BUSINESS GAMES 


Business games are currently employed on a wide scale in the teaching process 
in higher education and advanced training institutes. Whereas towards the end 
of the 9th 5-Year Plan there were about 40 business games in use in the USSR, 
the target program discussed below lists 276 business games used in universi- 
ties, colleges and advanced training institutes in 1980. Although this is ob- 
viously a positive development, one cannot fail to note some negative aspects: 
duplication in developments, a degree of fortuitousness in subject-matter, and 
little borrowing of advanced experience. In many ways business games are de- 


veloping in an unorganized way. 


The active instruction methods section of the USSR Ministry of Higher Education's 
scientific-methodological council, with the active support of a number of organ- 
isations, advanced training institutes and institutes of higher learning, has 
drawn up a target program called “Business Games. Introduction of Business 

Games Into the Teaching Process In the System of Advanced Training of Managerial 
Personnel and Specialists In the National Economy In 1981-1983." It involves 

96 participants engaged in developing and using educational business games. 

Among them are 45 higher educational institutions having advanced training de- 
partments, 30 advanced training institutes and their affiliates, 5 educational 
departments of production associations and NTO's [Scientific-Technical Societies], 
and 16 research and methodological organizations. The program has been approved 
by the USSR Ministry of Higher Education and is being implemented. 


The purpose of the program is to ensure coordination, exchange of experience and 

mutual assistance of developers and users, and on this basis to raise the quality 
and expand the use of business games in the system of advanced training of mana- 

gerial personnel and specialists in the national economy. 
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HOW EXISTING GAMES ARE BEING UTILIZED 


The business games employed in the teaching process are at present in one of 
four stages of utilization: 


Experimental application: the game has been conducted in full as designed, 
but only one or two times (such applications now account for 19 percent); 


Introduction: the game has been conducted in the designated conditions at 
least three times (41 percent); 


Normal use: the gane“is conducted regularly as a necessary element of the 
teaching process (11 percent); 


Extensive application: tine game is used regularly and, in addition, has been 
conducted by the developers in at least three organizations (29 percent). 


In the course of the planned period (1981-1983), the participants in the target 
program must expand the applications of the games they employ. The target 
program includes appropriate assignments for each business game and each par- 
ticipant organization. 


The second group cf measures is active adoption of games developed by other 
organizations. There have been very few such adoptions, and the practice must 
be expanded: even though, as a rule, it is impossible to make use of someone 
else's business game without some revision, it's still much simpler to revise 
an existing game than to create a new one. 


Some of the easily adaptable games are "Brigade Subcontracting," "Plan," and 


"Socialist Competition" (Institute of Management Problems, USSR Academy of Sci- 
ences); "Mail Sorting" and "Optimal Variant Selection" (Advanced Training 
Institute of the Ship-Building Industry); "Assignment-2" (Avanced Training 
Institute of Information Workers); "Improve Cost Accounting" (Advanced Train- 
ing Institute of the Building Materials Industry); "New Plant" (All-Union Scien- 
tific-Methodological Center of Scientific Organization of Labor); among sector- 
ial business games: "Section" (Leningrad Institute of Economic Engineers) ; 
SPUSK--circuit planning anu management of a construction complex, KROSS--control 
and regulation of the state of construction projects, DISPUT--a system of trust 
planning and management, and EFES--effectiveness of economic incentive funds 
(Kiev Institute of Construction Engineers); EPOS--experimental planning of res- 
tricted funds, IMPULS--game modeling of the planning and management of localized 
systems, and ASTRA--administrative structural analysis (Leningrad Financial and 


Economics Institute). 


The program provides for 60 adaptations, half of which will not require substan- 
tial revision. The main reason for the reluctance to adapt existing business 
games is the difficulty of obtaining the software needed to conduct the game. 
The materials are often voluminous, there is no duplication, and it is very 

hard to get a full operating set. For that reason the next stage in improving 
the utilization of the existing stock of business games will be the identifica- 
tion of those games for which this main obstacle can be overcome. 
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The program makes an attempt to identify the games specifically recommended 
for the topicality of their subject-matter, successful, lengthy use, effective- 
ness and relative simplicity of adaptation. A leading organization has been 
named for each, the task of which is to give methodological assistance to new 


users. 


Forty-two games have been listed as especially recommended. They include, be- 
sides the aforementioned, "Big Council" (All-Union Scientific-Methodological 
Center of Scientific Organization of Labor); "Building a Ship" and "Trouble- 
shooting Numerical Program Controlled Machine Tools" (Advanced Training Insti- 
ture of the Shipbuilding Industry); "Dynamic Planning" and "Construction-l" 
(LIMTU [Leningrad Institute of Management Methods and Techniques]); IRA-l, 
"ASUP [Automatic System of Production Control] Accompaniment." "Design Manage- 
ment," DISPAS--coordination of a system automation project, "Developer-User," 
and "Red Weaver-2"" (Systems Scientific Research Institute, Novosibirsk); 
"Sayans" and ASPR (Novosibirsk State University). The program identifies 20 
leading organizations for all specifically recommended business games. 


The following adaptation procedure is suggested: future users are invited to 
the leading organization when it is conducting a game, while representatives 
of the leading organizations are invited to attend at least the "premieres" of 
their games staged by the new users. This will contribute, in addition to 
assistance, to a degree of supervision by the authors. 


It is desirable that priority be given to expanding the use of the specifically 
recommended games. It is proposed to prepare microfiches of the sets of mater- 
ials needed to play the games. Provisions are made to centralize supplies of 
microfiches for all educational establishments in the advanced training system. 


The listed measure can help increase the overalluse of business games by some 
35 to 40 percent. 


DEVELOP NEW BUSINESS GAMES JOINTLY 


The subject-matter of business games developed by participants in the program 
proved to be in many ways similar. Thus, 12 organizations plan the development 
of 12 new business games on the topic, "Quality Control." Two organizations 

are independently working on games called "Quality Control," and two are working 
on games called “Quality Control in Construction." Other games being developed 
include "Production Quality Control," "Quality-2," "Quality-3," "Organization 

of Work for Certifying Output at Building Industry Enterprises," etc. 


The target program provides for the establishment of a public creative associ- 
ation of representatives of 12 organizations which will deal with game modeling 
of quality control. Its tasks will include the elimination of duplication in 
developments and the creation of a systems complex of business games in this 
sphere which would be classified according to branches of industry, control 


levels, subproblems, etc. 


The creative association would also exchange information on development plans 
and programs, arrange it according to variants, and sponsor reciprocal partici- 
pation in both individual elements of the newly developed game and in the expe- 


rimental staging of the game as a whole. 
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The leading organisation must provide the parties to the association with ad- 
vice and consultations and help organize meetings to exchange designing exper- 
ience and discuss controversial issues. 


It is planned to set up 8 creative associations (for similar subject-matter 
involving four or more organizations) and 13 creative brigades (for similar 
subject-matter covering two or three organizations). The creative associations 
will involve the development of 63 new games, and the creative brigades, 22. 
The current procedure of individual development will be continued for 64 new 


games. 
TEACH HOW TO PLAY BUSINESS GAMES 


Business games are still inadequately used in the teaching process by organiza- 
tions providing advanced training for managerial personnel and specialists in 

the national economy. Only 40 percent of all the advanced training institutes 

in the USSR, 6 percent of their affiliates, and 15 percent of the advanced train- 
ing departments have become parties to the target program. The program identi- 
fies another 131 organizations in which business games should be used. In addi- 
tion, there are provisions to involve 10 or 15 technikums and 10 vocational 
training schools in experimental applications of business games. 


The key issue, on which the very possibility of increasing the number of organ- 
ization using business games hinges, is that of training teachers of the appro- 
priate educational establishments to be instructors with a personal involvement 
in business games, with the necessary knowledge and experience of using them. 


It is necessary to organize practical training seminars in which one or two 
instructors from every educational establishment planning to use business games 
would be enrolled. The seminars would provide experience of personal partici- 


pation in at least one game. 


Solution of this task has been included in the program, which contains specific 
proposals for holding a series of seminars in Moscow, Leningrad, Novosibirsk 
and other cities, with a total enrollment of 260. This will provide personnel 
for new users. The Kiev Institute of Construction Engineers has set up an ad- 
vanced training department for teachers who would supervise business games. It 


has already graduated several groups. 

HOW TO ASSURE FULFILLMENT OF THE PROGRAM 

To assure the effectiveness of exchanges of experience, the program provides for: 
Annual interdepartmental schools for active methods of management instruction; 
Continuous higher-level seminars for game designers in the main centers, in the 
first place in Moscow, Leningrad, Kiev, Novosibirsk, Chelyabinsk and other cities, 


with reciprocal invitations to participants in the seminars -o attend new games 
and take part in collectively analyzing them; 
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Short (one or two days) practice seminars for business games users with analysis 
of sectorial or thematic groups of business games; 


Demonstration of games at temporary exhibitions on management, for example, 
the Leningrad exhibition on the organization and automation of engineering and 
managerial work held in 1982 (branch of the All-Union Exhibition of Economic 
Achievements). To the extent possible, "game" exhibits should be organized 

at permanent exhibitions in Moscow and Leningrad; 


All-union reviews of the best games; 


Consultations for game designers and users; 


Holding a summarizing scientific and technical conference on active methods 
of instruction in management in 1983. 


It is expected that the contract system of exchanging experience will be 
expanded. 


The program provides for the preparation of a preliminary variant of methodo- 
logical materials on game playing, for streamlining terminology and classifi- 
cations, and also for the development of standard equipment for games labora- 
tories and rooms. There are plans for joint experimental examination of the 
"Preliminary Rules For Determining the Effectiveness of Business Games" and 
the methods of controlling the assimilation of study materials under various 


teaching methods. 


Annual publication of catalogs of new games, as well as of a combined catalog 
of games and complex situation problems, publication of technical information 
in the information bulletins of regional centers, and publication of an anno- 
tated handbook of Soviet business games will be launched with the purpose of 

providing the program participants with technical information about the games 


used in the country. 


The section for active instruction methods of the USSR Ministry of Education's 
scientific-methodological council of advanced training problems has been desig- 
nated as the leading organization for supervising the implementation of the 
program. The section has set up a central coordination commission for the 
program. Regional base organizations, which have set up public coordination 
groups in different cities, have been designated to help the commission. 


The "Business Games" target program is the first attempt to plan such a complex 
process as the restructuring of instruction in the system of advanced training 
of executive personnel and specialists in the national economy. Many methodo- 
logical and practical difficulties were encountered during its elaboration, 
which, however, did not prevent the formulation of the program. We are confi- 
dent that its benefits will be substantial. 


COPYRIGHT: Izdatel'stvo "Nauka", "Ekonomika is organizatsiya promyshlennogo 
proizvodstva", 1982 
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CATALOG OF BUSINESS GAMES REVIEWED 


Novosibirsk EKO: EKONOMIKA I ORGANIZATSIYA PROMYSHLENNOGO PROIZVODSTVA in 
Russian No 9, Sep 82 (signed to press 27 July 1982) pp 76-85 


[Review by M. Mironova, Leningrad: "First Soviet Catalog of Business Games" ] 


[Text] The Leningrad Scientific and Technical Information Center has put out 
the country’s first catalog of Soviet business games*. It presents the speci- 
fications of 135 business games developed and used in institutes of higher edu- 
cation and advanced training institutes through 1979. 


The information for each game includes: name; production (actual or arbitrary) 
to which it refers; degree of mechanization of the game process; contingent 

of participants; their number (total or per team); duration (total and by game 
cycle); principal purpose; possible field of application; names of user organ- 
izations; stage of utilization; name of developer organization and designers 


of the game; publications. 
f 


The stages of utilization of the games given in the catalog are described at | 
the beginning of the article by M. M. Birshteyn, T. N. Kuz'menkova, and T. P. Ti- 
mofeyevskiy (experimental application, introduction, normal use, extensive 
application). The catalog adds two more stages: development, if the game is 
still in the design stage, and experimental testing, if only fragments of the 


game have been tested. 


The catalog has three data entries, hence information can be sought in three 
ways: 


According to the purpose of the games--through Section 2 of the catalog, in 
which the specifications of the games are indexed according to possible usage; 


According to the branch of the economy from which the material was taken to 
design the game--through Section 3, in which the numbers of the games from 


Section 2 are indexed according to branches; 





*M. Birshteyn and Ye. Artemov, "Katalog delovykh igr" [Catalog of Business 
Games], LISNTI Publishing House, Issue 1, 1980. 
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According to the developer organizations--through Section 4, in which the names 
of the organizations are indexed, together with their addresses and telephone 
numbers and the numbers of the business games they developed. 


Some typical examples of the games listed in the catalog are presented here. 


LONG-TERM PLANNING OF ECONOMIC ACTIVITY AND THE DEVELOPMENT OF ECONOMIC 
COMPLEXES 


The study game "Sayans" of the Novosibirsk State University simulates manager- 
ial episodes derived from the development of the Sayan Territorial Complex. 

The game has a manual and computer versions and is intended for a group of 

14 upper- and medium-echelon economic executives taking an advanced training 
course; it can also be conducted with students in the respective fields. Stage: 


extensive application. 


The game "New Plant" of the All-Union Scientific-Methodological Center of Scien- 
tific Organization of Labor simulates a process of resolving organizational and 
socio-economic problems arising during the construction of a large machine-buil- 
ding plant in a small town. It is a manual game for the advanced training sys- 
tem. It is intended for chiefs of central administrations, directors of enter- 
prises, personnel chiefs and leading executives of rayon and city executive 
committees taking advanced training courses. The number of participants in 

the group can vary. Duration, 8 hours; stage, extensive applicat*on. The 

game has been filmed; name of film, "New Plant." 


DESIGN AND RESEARCH 


Manual game of the the Leningrad Finance and Economics Institute, EPOS (experi- 
mental planning of limited resources); intended for upper-echelon economic 
executives. The game models the organization of a series of design and research 
work incorporated in the scientific research and design plan of an association 
or large design institute. A study group of 20 or 30 persons is divided into 
teams of 3 or 4 members. Duration, 8 to 10 hours. Stage of utilization, exten- 
sive application, not only for educational, but also for production purposes. 


TECHNICAL-ECONOMIC AND PRODUCTION PLANNING 


The educational game "Plan" of the Institute of Problems of Management of the 
USSR Academy of Sciences simulates the solution of national economic planning 
problems. It comes in manual and computer variants and is intended for upper- 
and medium-echelon economic executives taking advanced training courses. It 

is also conducted with students. Group of players, up to 35 persons; duration, 
90 minutes; stage, extensive application. 


"Dynamic Planning of Production Activity of Enterprises" is a computer dialog 
game with displays for educational and research purposes designed by Leningrad 
specialists on management methods and techniques and the "Soyuzvodavtomatika" 
All-Union Scientific-Production Association. It simulates decision-making 
under an annual production program and measures for reconstructing and im- 
proving production financed from the development fund. The planning period 
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spanned by the game is from one to 10 years. It is intended for top-echelon 
manage~ial personnel. Number of participants, 12 to 30 (2 to 5 competing teams 
of 6 persons per team). Introduced. 


PRODUCTION ACCOUNTING AND ANALYSIS 


"Bookkeeping in Motor Transport" is a manual, mainly educational game designed 
by the Central Economics and Mathematical Institute of the USSR Academy of Sci- 
ences which simulates accounting procedures in freight hauling by motor trans- 
port. It is intended for bookkeepers from motor transport enterprises taking 
advanced training courses and for students in corresponding fields. The playing 
group is 14 to 20 persons. Duration, 3 hours. Stage, experimental testing. 


MANAGEMENT OF PREPARATIONS FOR PRODUCTION 


"Development of Group Production Organization at an Enterprise” is a manual 
educational game (utilizing keyboard computers) designed by the Leningrad In- 
stitute of Precision Mechanics and Optics which simulates the organization of 
group production in machine- and instrument-building. It is intended for ad- 
vanced training. Playing group, 10 persons. Duration, 10 hours. Stage, de- 
velopment. 


QUALITY CONTROL 


"Quality" is an educational computer (dialog with displays) business game de- 
signed by the Leningrad Institute LIMTU [Leningrad Institute of Management 
Methods and Techniques, which simulates quality control measures in the instru- 
ment-building industry. Intended for middle-echelon managers. Duration, 14 
hours. Group of 18 persons. Stage, experimental application 


RAPID-RESPONSE MANAGEMENT OF BASIC PRODUCTION (OR BASIC ACTIVITY) 


"Section" and "Section-2" are computer educational games on rapid-response 
management of a mechanical shop'ssection during various troubles, equipment 
downtime and breakdown, disruptions in supplies, etc., designed by the Lenin- 
grad Institute of Economic Engineers. Intended for foremen, but can also be 
conducted with students. Croup of 12-15, duration, up to 20 hours. Stage, 
normal use. 


"City Council Makes a Decision" is a manual educational game designed by the 
Moscow State History and Archives Institute which simulates decision-making 

on various problems arising in the activities of councils of people's deputies. 
Intended for students, but can also be used by people attending advanced train- 
ing courses. Duration, 4-16 hours, group, 10-30 persons. Stage, normal use. 


"Finding Production Reserves" is a manual educational game designed by the 
Togliatti branch of the institute of advanced training of the Ministry of the 
Automotive Industry which s..ulates the process of determining production re- 
serves in the casting and fettling section when going over to the VAZ [Volga 
Automobile Plant] system. Intended for middle- and lower-echelon managerial 
personnel and students. Group, up to 40 persons. Duration, 8 hours. Stage, 
introduction. 
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“Introduction of a Continuous Marine Shipping Schedule” is a manual game (with 
a computer variant) designed by the Odessa Merchant Marine Institute, which 
simulates responsive management of marine shipping. It is intended for an ad- 
vanced training system. Duration, 18 hours. Group, 20-30 persons. Introduced. 


MANAGEMENT OF AUXILIARY PRODUCTION 


“Repairs” is a manual game designed by the Institute of Problems of Management 
of the USSR Academy of Sciences, which simulates the organization of repairs of 
a dredge at a gold mining production section following a breakdown. Intended 
for upper- and middle-level managerial personnel. Duration, 3 hours. Group, 


up to 25 persons. Stage, normal use. 


“Technical Diagnosis of Malfunctions in Numerical Program Control Devices" is 
an educational computer game. Croup of 15 to 20 persons. Duration, 24 hours. 
Intended for middle-level manager personnel and specialists. Stage, extensive 


application. 
SUPPLIES MANAGEMENT 


"Introduction of a Rational Policy in Managing Production Resources” is an edu- 
cational computer game for manager n»nersonnel of all levels and advanced train- 
ing courses for managerial personnel and specialists in the industry, which 
simulates decision-making on material supplies for production in situations 
involving adjustments of the plan and various troubles. Croup of 15 to 25 
persons, duration, 14 hours. Introduced. 


MARKETING MANAGEMENT 


"Marketing Finished Products" is an educational computer game of the Institute 

of Problems of Management which simulates the organization of marketing units 

in an association or big enterprise. It is intended for upper- and middle-echelon 
manager personnel. A group of up to 30 persons is divided into competing teams 
of 5 persons each. Duration, 3 hours. Stage, normal use. 


ADMINISTRATIVE MANAGEMENT 


"Appointment-2" is an educational game of the advanced training institute of 
information workers, which simulates the selection of the manager of a produc- 
tion unit from among several candidates. It is intended for upper- and middle- 
echelon Managers. Group of 8 to 12 persons. Duration, 8 hours. Stage, nor- 


mal use. 


"Going Through the Mail” is a manual educational game for upper- and middle- 
echelon mamwerial personnel which simulates making decisions on a package of 
letters raising different issues of economic activity. Group of 10 to 15 per- 
sons. Duration, 7 hours. Stage, normal use. 
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"AS\-Skhena” [Automatic Control System Scheme] is a manual educational and 
production game of the Leningrad Oblast Council of the Scientific-Technical 
Society, which is used to develop a framework for the application of a new 
systems complex of equipment (for example, produced by a certain foreign 

company, etc.) in an automatic control system. The game involves the development 
of one subsystem of the automatic control system (for responsive management 

of the basic line of production). Group of 30 persons. The duration of the 
game is open-ended and it continues until the asssignment is carried out. 

Stage, normal use. 


According to the fields they cover, the games in the catalog can be classified 
as follows: almost 40 percent are games on planning, 17 percent are on re- 
ponsive production management, and 22 percent are on integrated management sys- 
tems. These three groups of games make up 79 percent of the total, which is, 
of course, not accidental and reflects the subject-matter of business games 
which is most pertinent to institutes of higher education and advanced training 


institutes, 


Grouped according to branches of the economy, the catalogued games are distri- 
buted as follows: machine-building and instrument-building, 19; construction, 
12; transport, 10; commercial, supply and marketing organizations, 6; scienti- 
tic research organizations, 6; and intersectorial business games suitable for 

several branches, 57. Other branches, from 1 to 4 games. 


Moscow, Leningrad, Novosibirsk and Kiev play the leading role in the develop- 
ment of Soviet business games. These cities have produced 80 percent of all 


the recorded games. 


[It can be seen from the examples presented that the catalog offers in succinct 
form useful information which can help potential users to find their way amidst 
the diversity of existing business games, choose the game that suits them, and 

get in touch with the developer organization. Developers of new business games | 
will find the catalog useful for avoiding duplication. ! 


COPYRIGHT: Izdatel'stvo “Nauka”, "Ekonomika i organizatsiya promyshlennogo 
proizvodstva", 1982 4 
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SYSTEMATIC TRAINING OF BUSINESS GAMES LEADERS 


Novosibirsk EKO: EKONOMIKA I ORGANIZATSIYA PROMYSHLENNOGO PROIZVODSTVA in 
Russian No 9, Sep 82 (signed to press 27 July 1982) pp 86-87 


[Article by Doctor of Technical Sciences V. I. Rybal'skiy, Kiev Institute of 
Construction Engineers: "Bon Voyage, Business Games‘ ] 


[Text] It is impossible to teach a game with the help of a user manual or by simp- 
ly describing it. Experience shows that there is only one reliable way: per- 
sonal participation in a game, mastering it in action. That was the road taken 
by the authors of business games at the Kiev Institute of Construction Engineers. 
They relied on the experience and ideas of such pioneers of game modeling in 

our country as the Leningrad Finance and Economics Institute imeni Voznesenskiy 
and others. The Kiev people conducted 80 major business games, each lasting 
several davs, in university classrooms, institutes and advanced training depart- 
ments for teachers and industrial personnel (a total of 15 cities were involved). 
The results are there: the games are now being successfully played without the 
authors’ participation in polytechnical institutes in Chelyabinsk, L'vov, and 
Tallinn, in the Volgograd Institute of Construction Engineers, and many other 
educational establishments of the country. 


The Kiev initiative was supported by the USSR and Ukrainian SSR Ministries of 
Higher Education, which sponsored an all-union conference-seminar of construc- 
tion colleges and departments to study the business games of the Kiev Institute 
of Construction Engineers, held in Moscow at the end of December 1980. Only 

the first day of its deliberations resembled a conventional conference. All 

the four following days, all the participants, who represented some 140 colle- 
ges, universities, departments and advanced training institutes, became "players" 
who took part in the Kiev Construction Institute's business games under the 
supervision of instructors from the institute. Four of the ten games developed 
by the Kiev people were played. The first, SPUSK (network planning and manage- 
ment of a construction project), described in detail in EKO No 9, 1980, was comp- 
ulsory for all participants, like the compulsory program in figure-skating. 

For the other three games--DISPUT, EFES and SILUET--the teachers who had gathered 
in Moscow could sign up at will; this was so to say the freestyle program. 


It can be claimed without exaggeration that not one of the participants in the 
business games remained indifferent. It was worth witnessing the interest and 
excitement with which the teachers from higher education and advanced training 
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institutes took part in the games, the seriousness with which thev devoted them- 
selves to their roles, arguing and fighting for the interests of their produc- 


tion units. 


The participants in the conference-seminar came away with both the realization 
of the potential of business games and an understanding of how to conduct them. 
[t can now be hoped that the detailed instructions and study sid, "Business 
Games in the Management and Economics of Construction" ("Vyshcha shkola”, Kiev, 
1980), distributed among them will be really helpful. 


Following the 1981 conference-seminar, 2 new and important step was taken for the 
dissemination of business games and their wide-scale introduction in the teach- 
ing process. Under a decision of the USSR Ministry of Higher Educaction, the 
Kiev Institute of Construction Engineers is at present training business games 
leaders from among teachers of different higher educational and advanced train- 
ing institutes around the country. Each group goes through a two-month train- 
ing course, only one week of which is devoted to lectures on the methodologies 
involved in developing and conducting business games; the remaining six or se- 
ven weeks are devoted to in-depth studies of a number of tested and approved 
games. The students take part in each game in different roles (three or four 
times) and are also taught to supervise the games in student groups. The gradu- 
ation theses are as a rule devoted to the adoption of one of the mastered games 
to the conditions of the institute from which the graduate comes or to the 


preparation of an outline of a new game. 


The first four groups of business games leaders were graduated in the 1981/1982 
academic year. Altogether some 150 instructors were trained for more than 50 
institutes of higher education. By the summer of 1982, 35 of those institutes 
were already conducting games of the Kiev Institute of Construction Engineers 
in which more than 5,000 students, teachers and production personnel took part. 


COPYRIGHT: Izdatel'stvo "Nauka", "Ekonomika i organizatsiya promyshlennogo 
proizvodstva", 1982 
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RESULTS OF ONE RUNNING OF BUSINESS GAME ‘PLAST' 


Novosibirsk EKO: EKONOMIKA I ORGANIZATSIYA PROMYSHLENNOGO PROIZVODSTVA in 
Russian No 9, Sep 82 (signed to press 27 July 1982) pp 88-102 


[Article by Candidate of Economic Sciences M. V. Lychagin, Novosibirsk State 
University: "The Business Game 'Plast*’ (Plan and Incentives in a Production 
Association)"; subtitle: "Monologues by the Author and Participants, as Well 
as a Stenographic Report") 


[Text] Author: The game simulates a process of economic decision-making in con- 
ditions envisaged in the resolution of the CPSU Central Committee and the USSR 
Council of Ministers of 12 July 1979 which were in effect during the 10th 5-Year 
Plan. Its participants can not only compare the specific features of planning 
and management in the 10th and llth 5-Year Plans but also find opportunities 

for improving work in new conditions. 


In the course of the game the participants draw up 5-year and annual plans which 
are then submitted for the approval of superior managerial agencies. The game 
simulates a three-tier system. It comprises production associations of several 
branches of industry, the ministries that supervise them, and a central admini~ 
Strative agency. Conflict situations in the game are due to shortcomings in 

the economic mechanism of the 10th 5-Year Plan, which provided little incentive 
for increasing the output of new, highly effective commodities, the output of 
needec quantities of spare parts, efficient utilization of resources, and the 


introduction of new equipment. 
The game starts with the development of target figures for the 5-year plan. 


Central Administrative Agency Official: No special difficulties arose in the 
elaboration of the target figures for the 10th 5-Year Plan. Following real-life 
procedures, we took the rates of increase in output and labor productivity for 
the LOth 5-Year Plan in the respective industries and stated restrictions in 
resources on the basis of reported data, having adjusted them to take into ac- 
count the growth in the rate of increase of production. In short, we planned 
from attained levels. True, some branches of industry submitted their estimates 
of development variants, which we took into account. As could be expected, those 
who "didn't forget about themselves" gained most.... 


Minister: Since the subordinate associations are as alike as drops of water, 
and there is little time for the work, I assign them all the same rates of 
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increase of marketable produce as for the ministry as a whole. I retain a 

small part of the wage, capital investment and ferrous metals funds as a re- 
serve and distribute the rest even]y among the associations, With the appro- 

val of the central administrative agency, I do not at this point set any restric- 
tions with regard to the basic assortment so as to see what plans the production 
associations will submit if they are given complete freedom. Subsequently other 
variants can also be analyzed. For example, restrictions can be set for the main 
line of production in arbitrary phvsical units, and for the output of spare 


parts in thousands of rubles, 


Incidentally, two of my minister colleagues decided to place emphasis on the 
specialization of associations. We'll see what comes of this. 


I consider the strategy line to be taken in elaborating the drafts of the 5-year 
and annual plans. It will also be necessary to set the fund-forming indices. 
From the proposed list of indices I select, with the approval of the central 
administrative agency, the following: growth in marketed produce; proportion of 
top-quality products in the total volume of marketable produce; increase in labor 


productivity. 


General Director of "Tochmash" Association (Industry No. 2: Machine-Tool Build- 
ing): We manufacture three types of machine tools, A, B, and C. For each type 
we have the capability for producing both the base model (with 0 index), and a 
new one (index 1). For each type of machine tool we produce sets of spare parts, 
AZ, BZ, and CZ. My assignment is to draw up a draft 5-year plan for the llth 
5-Year Plan period. All the data needed for this are shown in Table l. 


In addition, we have other economic norms set for the llth 5-Year Plan in accor- 
dance with the resolution of 12 July 1979. They are all oriented on drawing 1p 


a high-intensity plan. 


At first I decided to arrive at these indices without any optimization, simply 
by selecting variants. Without concerning myself with the production of spare 
parts, in four iterations I arrived at the target figures for the principal 
rauge of products,.¢he normative net output, and the propertion of top-quality 
output. The planned output for the different types was: A0--550, Al--50 (total 
610), BO-550, Bl--60 (total 610), CO-400, C1-20 (total 420). 


To carry out this production program it is necessary to increase the annual 
working time fund for each group of equipment. To do this I modernize some of 
my old equipment and introduce new equipment. After calculating the basic tech- 
nical and economic indices on a computer, I obtained the following figures: 


Growth of Labor productivity 103.7 percent 
Number of workers 1,282 persons 
Wage fund 2,705,000 rubles 
Capital investments 619,000 rubles 
Ferrous metals requirements 2,866.4 tons 


Alas, a number of restrictions were violated. I allocated the unused leftover 
of the capital investment limit amounting to 381,000 rubles for measures for 
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Table 1. Target Figures for “Tochmash" Association 


(for lst year of 1ll-th 5-Year Plan) 
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Index Base P lanned Growth 
year year rate, Z 
Normative net output, ‘000 rubles 4,601 5,020 199.1 





Output of main line of products in physical 
units (by assortment group, units) 
































A(AO + Al) 600 610 101.7 

B(B) + Bl) 500 610 122.0 

C(CO + Cl) 390 420 107.7 
Proportion of top-quality output, percent 63.4 69.2 109.1 
Normative net output ver worker, ‘000 rubles 3,96 4.22 106.6 
Wage fund (calculated according to normative 
net output and approved norm), ‘000 rubles 2,571 2,646 102.9 
Limit of number of blue-collar and white-collar 
worker, persons 1,162 1,189 102.3 
Assignment for reduction of manual labes 
(jobs reduced) - 30 ~ 
Total profit, ‘000 rubles 1,724 2,100 121.8 
Limit of state capital investment, '000 rubles 1,200 1,000 83.3 
Deliveries of ferrous metals, tons 2,644 2,600 98.3 
Assignment for average reduction of rate of 

- 1.7 


ferrous metals expenditure, percent - 





the scientific organization of labor, reduction of material expenses, and the 
mechanization of indirect labor. As a result we were able to project an increase 
in labor productivity to 105.1 percent, and ferrous metals requirements of 2,794 


tons. 


I tried to talk my minister into accepting the draft, but he was adamant: the 
situation in the ministry was tight, because the other general directors had 


come up with drafts like mine. 


64 





[ went back to the draft, but this time, when the computer asked, "“Op*imiza- 
tion?", I replied in the affirmative. I introduced the restrictions which the 
computer can't determine for itself: the limits of state capital investments 
and number of personnel, restrictions on the range of output, the planned pro- 
portion of top-quality output, and the allocated fund of ferrous metals. I 
first solved the problem for the maximum normative net output, then for maximum 


profit and maximum incentive premiums. 


Quite unexpectedly | found that to reach the target figures two types of equip- 
ment had to be loaded to only 81 and 94 percent of capacity. If they are operat- 
ed to full capacity, then it would be ncessary to reduce the planned rate of in- 
crease of labor productivity, revise the adopted norms for the wage payment 

fund, and allocate an additional 21l tons of ferrous metals. I also found that 
the structure of output varies somewhat when different criteria are applied for 


solving the optimization problem. 


My calculations left me with six variants of the plan. I selected three (with 
the highest average increase in wages per worker) and submitted them to the min- 
ister for consideration. He endorsed the variant which did not require the in- 


put of any additional reserves. 
EXTRACT FROM STENOGRAPHIC RECORD OF THE FINAL SESSION 


Central Administrative Agency Official: To sum up, we all first did our work 
in planning and management conditions of the 10th 5-Year Plan; after that, on 
the basis of the same initial level, we revised the 5-year and annual plans, 
taking into account their realization, but this time in new planning and 
management conditions. Our task is noWwto carry out a comparative analysis. 
What are the advantages of the new conditions? Did any problems arise during 
the work, and if yes, how successfully were they resolved? 


Minister of Industry No l--Heavy Machine»! uilding: First, let us present the 
indices which characterize our output (:able 2). We can see that there are some 
products which are really more efficient than the old ones (within their assort- 
ment range): Nos 2, 3, and 7. The technical and economic indices of product 

Bl (No 5) are not much better than those of the base model BO, and it was there- 
for not given a new quality rating. A truly unique case is product Dl, which 

is new in name alone, because its production and use yields a loss rather than 
any effect from the economic point of view. Note that all indices, starting 
with the full cost, are for the conditions of the llth 5-Year Plan. 


The following restrictions were set for our industry with regard to resources 
(average per production association per year): Limit of capital investment-- 
3,000,000 rubles, number of industrial and production personnel--5, 261 persons, 
ferrous metals fund--7,300 tons. All these indices are at the level of the 
reporting period (allocated capital investments were even 10,000 rubles less). 
These restrictions, moreover, were operative during both 5-year plan periods. 
As regards other indices, the central administrative agency decided to see how 
things would work out if it didn't assign any other target figures and gave us 


a free hand. 
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Take a look at Table 3. Variants I-IV are based on planning and management con- 
ljitions prevailing in the 10th 5-Year Plan, and variants V-VII arg for the ilth 
9-Year Plan. The annual economic effect of the production and ut*lization of 
the output was computed for both 5-year plans according to a 1977 jmethodology, 
and the values in the table are comparable. for determining prices for the 
llth 5-Year Plan, we estimated the profitability rates according tlo the total 
protit of the base year referred to the production costs of the marketable out- 
put less the sum of direct material expenses (all in prices of the base year). 
fhe rate of profitability thus determined (0.456) was applied equal ly to all 
tvpes of output. Since during the 10th 5-Year Plan incentive premiums on whole- 
sale prices for efficiency and quality were applied restrictively,‘in the game 
we analyzed two variants: with and without the premiums, which were determined 
according procedures operative during the 10th 5-Year Plan period. : 


In the game without incentive premiums the production associations :started off 
with Variant Ll, which provided for the greatest increase in marketzble output, 
labor productivity, profit, capital-output ratio and, most gratifying to us, 

iverage wage per worker (by 8 percent a year). However, this also entailed 

almost a halving of the output of top-quality items as against the base period 
and necessitated state budget appropriations of 6,094,000 rubles (average for 
one association) to finance all expenses. For that reason the central admini- 


Strative agency turned downed this variant. 


Variant II had the same fault, which is why the choice fell on Variant III. 
Although the rate of increase of the indices in it is somewhat lower, it req- 
uires 26,000 rubles’ more capital investment, and the average wage ‘s 1.2 per- 
cent less than in Variant II, there is no need for additional allocations (pro- 
vided the annual interest rate for funds is set at 0.16 percent). 


As regards Variant IV, which was the best from the point of view of the national 
economy in the conditions of the 10th 5-Year Plan, it isn't hard to see that it 
failed to satisfy either the priwdluction associations or the ministry. It is 
sixth in average wage level, am. even from the point of view of the central ad- 
ministrative agency it was questionable, envisaging as it did a 2./-percent re- 
duction in labor productivity and a 27-percent reduction in estimated profits. 

A similar picture developed for most other indices used to evaluate the inten- 
sitv of the plans and production efficiency in the 10th 5-Year Plan. 


One can understand why people were concerned with the establishment of incentive 
premiums On wholesale prices in the 10th 5-Year Plan. Variant IV appeared to 

be best from the point of view of average wages. However, the issue of reduced 
growth rates for a number of indices became more acute. 


The business game offers graphic proof that one cannot unequivocally laud the 
advantages of normative net output, as, regretfully, the economic literature 
occasionally does. Taken in isolation from other indices it doesn't yield much. 
fable 3 presents indices calculated for "isolated" introduction of the normative 
net output. In this case the average wages (see Item 14, Variants I-IV) are 
highest in Variant III at 2,342 rubles. But from the point of view of this 
index (and almost all others), Variant IV, which yields an additional 6,581,000 


rubles over Variant III, is the worst of the four. Whereas in the conditions 
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of the 10th 5-Year Plan the association planners often came up with production 
variants yielding a total economic effect of under 10,000,000 rubles, in the 
conditions of the llth 5-Year Plan Variant VII is the worst from this point of 
view. Strange as it may seem, it appeared as a result of solving the linear 
programing problem for the maximum normative net output.... 


Central Administrative Agency Official: What has changed in the llth 5-Year 
plan? 


Minister of Industry No 1: In the first place, such "mastodons" (in respect of 
material intensity) as output I have been eliminated from the consideration of 


the production associations and ministries. 


In Variants V and VI, the average wage increase due to incentive premiums is 
22.5 percent against the base year, in Variant IV (calculated for the conditions 
of the llth 5-Year Plan) it is 19.3 percent, and in Variant VII, only 7.2 per- 
cent. Moreover, whereas in Variant IV a 346,000 rubles growth of the effect 

as compared with VariantV requires the allocation of an additional 1,881,000 
rubles for every association (or a reduction of payment for funds by the same 
amount), in Variants V and VI development is achieved on the basis of the asso- 


ciations’ own resources. 


For that reason, in the first approximation Variants V and VI can be regarded 

as the best from the point of view of the production associations and ministries, 
as well as of the economy as a whole. Thus, the new management conditions in- 
deed make it possible to coordinate the interests of the economy, the ministries, 
and the associations. However, the game makes it apparent that the realization 
of these opportunities requires some "fine tuning” of the whole system of econ- 
omic levers and incentives. But if even minor flaws appear in the system of 
product certification, in financing expenses for the development, preparation 
and launching of new types of output, or in capital construction or material and 
technical supplies, the production associations of the industry will prefer in- 
stead of Variants V and VI variants in which the total effect is 5,000,000, 
8,000,000, and finally, 12,000,000 rubles below the maximum effect. 


Another pressing problem is that of meeting the economy's demand for different 
types of output. Thus, in conditions of complete freedom of choice there invar- 
iably appear products the manufacture of which remains uprofitable in the new 
conditions of management. This inevitably makes it necessary to set assignments 
for the range of products. Another problem which remains acute is the search 
for physical indicators which would take the meeting of demand into account bet- 
ter than notorious "tons" and "units." 


Minister of Indus'.ry No 2--Machine-Tool building: Our ministry was given the 
task of assuring an average annual rate of 9 percent for volume of production 
and 7 percent for labor productivty and of sharply increasing the output of 
spare parts and new machine tools. It was decided to specialize two production 
associations: one for the manufacture of new machine tools, the other for the 
manufacture of spare parts. However, the planning and management conditions 
prevailing in the 10th 5-Year Plan raised obstacles in the way of achieving this 
goal. The association which only slightly increased the output of new machine 














tools and spare parts proved to be in a better position. Its growth rate was 
114.6 percent for marketable output, and 105.3 percent for labor productivity. 
\t the same time, the association which discontinued production of the old AO 
machine tools and replaced them with the new AI models, with the same input of 
materials, but yielding an annual economic effect of 3,820 rubles per unit, 
registered a decline in the incentive indicators. Marketable output was 83 
percent of the base level, and labor productivity was 75.7 percent. Neverthe- 
less, with smaller expenses (capital investments were down 1.2 percent, ferrous 
rolled stock requirements were down 40 percent, and the relative reduction in 
manpower was 4.3 percent) the total annual economic effect increased 8.65-told! 
The reason was the greater (by 14 percent) agerregate labor-intensiveness of the 
new machine-tools, which was coupled with a sharp increase in the output of 
spare parts (more than 20-fold). 


Even in the conditions of the 10th 5-Year Plan, application of the normative 

net output index already made it possible to put the associations in approxi- 
mately equal conditions. The price changes in the llth 5-Year Plan created much 
better conditions for the manufacture of spare parts, especially in the case 
when a higher rate of profitability was set for them. Incentive premiums to 
wholesale prices for better-quality output also played an important part. 


in our industry, as in heavy machine-building, the tendency in the 10th 5-Year 
Plan was to turn out obsolete products and a minimum of spare parts. Prefer- 
ence was given to materials-intensive products. | 


In the llth 5-Year Plan this policy proved unprofitable, especially after the 
introduction of the normative net output index. At the same time, the sharp 
change in the output structure in favor of new products created unusual situa- 
tions in which the rate of growthof all key indicators declined. This led to 
confrontations with officials of the central administrative agency, who refused 
to believe that this could be so (so great is the force of inertia!). 


There were, of course, some difficulties. Since spare parts do not have a qua- 
lity rating and are taken into account in the denominator in determining the 
proportion of top-quality output, the sharp increase in spare parts pr:.!uction 
depresses that proportion, which is reflected in the size of the incentive funds. 
we therefore suggest removing the cost of spare parts from the total volume of 
marketable output when calculating that proportion, or they can be included in 


the numerator. 


Minister of Industry No 4-=-Instrument-Building: It is necessary to improve the 
coordination of various methodological regulations and instructions which expand 
upon the provisions of the resolution. Thus, the resoluion of the CPSU Central 
Committee and the USSR Council °f Ministers of 12 July 1979 states that "the 
plan dees not take into account the sum of premiums and discounts of wholesale 
prices, but they are taken into account in evaluating fulfillment of the plan.’ 
According to the "Instructions on the Procedure for Establishing Incentive Pre- 
miums," premiums and discounts must be shown in the report on volume of marketed 
produce and profit (Item III). And what about fulfillment of the normative net 
output plan? After all, the premiums are part of the actual profit, and the 
normative net output also includes profit (albeit normative). But at the same 











time the "Methodological Instructions on the Procedure for Elaborating and Ap- 
plying the Normative Net Output Indicator in Planning" says nothing of premiums 
and discounts. 


This is a consideration of major importance in view of the transition to the 
normative method of planning the wage fund, since unttilized savings as against 
the established norm or the plan indicator (within the above-plan profit) are 

at the end of the year transferred to the material incentive fund, provided 

the production plan and planned increase in labor productivity have been ful- 
filled. It would therefore be expedient to take premiums and discounts into 
account not only when evaluating fulfillment of the plan according to the volume 
of realized output and profit, but also for the normative net output. This 
would apparently provide added incentives for the Trenovation of output. 


The following points also need clarification: 1) What portion of the premiums 
can be transferred to the material incentive fund? 2) Does the regulation still 
hold whereby the maximum payments from the material incentive fund depend on 

the ratio between the rate of growth of average wages and labor productivity? 


ft is our opinion that taking the ratio of the annual economic effect to the 
wholesale price as the basis for determining the incentive premiums on the whole- 
sale prices is ill-conceived. Perhaps the idea in structuring this scale was 

to take an indicator of the effect/expenses type as a basis. This is suggested 
by the value of the lower limit--15 percent, that is, the level of the normative 
coefficient of capital investments in evaluating the economic effectiveness of 
neWequipment. But price includes, firstly, current expenses and, second, profit. 
Since it is suggested that the annual economic effect be estimated according to 
the "Methodology for Determining the Economic Effectiveness of the Utilization 

of New Equipment, Inventions and Rationalization Proposals in the Economy” (1977) 
in our view the denominetor should include not the wholesale price, but the 
reduced expenses per unit of new output. However, it goes without saying that 
this variant cannot, as yet, be regarded as flawless, the same as the formulas 
for calculating the annual effect. 


Central Administrative Agency Official: We are running out of time and a motion 
has been made to end the debate. Even if we had much mere time we could hardly 
hope to adequately analyze all problems of improving the economic mechanism. 
Still, we have, apparently, arrived at a common opinion: the new planning and 
management methods make it possible to solve the problem of raising production 
efficiency and the quality of work. In this respect much will depend on how 
fully and faithfully the provisions of the July (1979) resolution of the CPSU 
Central Committee and USSR Council of Ministers and decisions of the 26th CPSU 
congress will be embodied in corresponding methodological regulations and in- 
structions and then realized in practice. Some questions of improving management 
have been raised “globally” and will need further specification. This is where 
appropriate models and business games can come in handy. 
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Author: The game was incorporated in the teaching process in December 1979. 
it involved both students (400 from the N 
idult” enrollees of advanced training institutes (some 350). The atmosphere 
juring the game was free, and the debates were accompanied by jokes and laugh- 
ter. At one point one of the participants recalled: “For the leap-year our 


poultry factory planned an output of 366 eggs per laving hen....” 
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PROPOSED METHODOLOGY FOR A NETWORK SCHEDULING GAME 


Novosibirsk EKP: EKONOMIKA I ORGANIZATSIYA PROMYSHLENNOGO PROIZVODSTVA in 
Russian No 9, Sep 82 (signed to press 27 July 1982) pp 102-110 


[Article by Professor R. F. Zhukov, doctor of technical sciences, Leningrad Po- 
lytechnical Institute, and Candidate of Technical Sciences A. I. Yakovlev (de- 
ceased), Advanced Training Institute for Managerial Yersonnel and Specialists, 
Leningrad: "Offering a Network Scheduling Game"] 


[Text] When the network planning and management system appeared some thought 

it would revolutionize management. The years have gone by, and network planning 
and management schedules often are hanging on the walls of managers for the 

sole purpose of showing off to superior officers that "we're on the ball.” 


To all the repeatedly described causes of this, we would like to add at least 
two: absence of belief in the effect promised by the exponents of network 
scheduling, and fear of the difficulties of introduction. Both can be circum- 
vented or cushioned by applying the methods of business games: they offer a 
graphic idea of what this or tat method can achieve and how to use it. Besides, 
if skills and habits are to be developed, even the most impassioned lecture is 


of no avail. 


To prove this, let us take a simple and readily comprehendable example. 


"MORNING AT THE DACHA" 


A father, 14-year-old son and 6-year-old daughter are at a dacha. The mother 
isn't there. Five hundred meters from the dacha there is a railway station 
where thev are to meet some friends to go On an outing together. The train 
leaves at 8.00 a.m. 


The morning breakfast, as usual, consists of a steak with mashed potatoes, black 
coffee for the father and coffee with milk for the children. They must take sand- 
witches and tea with them. The water comes from a pump 250 meters away, and it 
has to be pumped (none was stocked up in the evening). 


Facilities include: a two-element hot plate; a washstand with a 6-liter tank; 


a one-hole outhouse; a 12-liter water cask (enough for cooking and household 
needs); one frying pan which can take two steaks; kitchen and eating utensils. 
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The time spent on each procedure is shown in Table 1. The question is: At 
what time to set the uwlarmclock? 


AS you can see, the problem is simple enough: the duties have to be distributed 
among the members of the family, the only provision being that the total amount 
of work and the duration of the tasks cannot be changed. 


se ask the students to solve the problem, but without telling them that this 
should be done by network scheduling. After a half-hour or so of planning each 
participant estimates the time needed for all the tasks and reports his or her 
pian to the others. The variations usually range from one to three hours. The 
extreme variants are usually described as being "a bit too far out,” but those 
are the variants that are discussed. Every participant assumes the role of su- 
pervisor who either approves or rejects the submitted plan. Invariably one finds 
that the actions of the father, son and daughter have not been time-coordinated, 
that one has too much to do while another has nothing, or is washing before the 
water has been fetched, or the steaks are overdone. Such a plan is unanimously 


rejected. 


At this point we introduce the subject of network planning. Attention is drawn 
to the advantages of network schedules: easy visualization, convenience, time- 
coordination of tasks, the possibility of shifting around resources and optimi- 
zation, and the ease of monitoring fulfillment of the tasks. 


Having equipped the participants in the game with the ABC of network planning 

and management theory, we offer them to split up into several teams of four or 
five members. Each team is given the task of drawing up a "Morning at the Dacha” 
network schedule. The team members can enact the roles, preferably, two for 

the father, two for the son, and one for the daughter. The total duration of 

the tasks will vary depending on the tasks assigned te each member of the fami- 
ly. It's usually thought that the daughter’ s role is } secondary, because she 
can't do much, but that isn’t reallv ; 3 : ‘=o *s realize this 


very soon. 


The winner is the team which draws up a schedule ensuring the fulfillment of 
all tasks in the least time, and adhering to the technology (washing when the 
water is there, peeling the potatoes before cooking them, etc.). 


lt was found that developing a network schedule makes it possible for all the 
teams to accomplish the tasks in approximately the same time. A comparison 
ot the best network plan with the initial plans shows that the participants 
were able to save up to 20 percent of the time needed to perform all the tasks 
and, moreover, the duties of each and sequence are immediately apparent. 


To reirforce the ability of developing network planning models, the same situa- 
tion can be replayed with the provision that there already is enough water in 
the house. This condition requires a change in the sequence of tasks and 
reduces the total time needed for the whole operation. The participants can 
see that any change in the list of tasks involves a restructuring of the whole 
schedule and the development of a new plan with its kev tasks. 





Table l. 








’ - Required time, minutes 
List of operations q . 





Father Son Daughter 
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Wake up, dress 

Go to latrine 

Make one bed 

Exercise 

Bring water from pump 
Wash, brush teeth 

Shave 

Braid girl's hair (she needs help) 
Boil kettle of water 
Peel potatoes 

Cook potatoes 

Make coffee 

Make tea 

Boil milk 

Wash steaks 

Fry steaks 

Lay table 

Breakfast 

Wash dishes and clean up 
Prepare sandwiches 

Get things together for the trip 
Dress for the trip 

Walk to train stop 

Buy tickets 
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*One side. 
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In analyzing the game after it is over it is necessary to stress that: 


An unorganized search for a solution took too much time, the plan was blown and 
by the time it was carried out the train had left. 


The development and analysis of a network schedule made it possible to reduce 
the time needed for the operation, and improve its technology and the use of 


equipment. 
"SETTING UP PRODUCTION" 


The subject of the second game is the problems that have to be tackled after a 
new design has been developed and the prototype has successfully passed the 
State trials. Often by that time the main work involved in producing the proto- 
type is thourht to be almost completed and many people find it suprising and 


76 








paradoxical that a lot of time must still pass before its assmilation and wide- 
spread industrial application. 


fhe purpose of the game is to establish the most important stages, not from 
“the idea to the machine," but from a single prototype of the machine to its 
widespread application, to determine the relationships between the stages and 
tind ways of simplifying them and accelerating the whole process of introducing 
the prototype in conditions approximating real life. 


The gaming contingent includes plant and association managers and executives 
ot ministry departments involved in the coerdination of work for the introduc- 
tion of the prototypes. Estimated gaming time is 10 study hours. 


During the introductory portion of the class it is necessary to select an item 
according to the composition of the group. It should, preferably, be familiar 
to all the participants and large enough as a system, that is, it should consist 
ot a large number of different subsystems (better still if they were developed 
by different groups) with a modern degree of automation, electronic or other 
remote control, communication or quality control systems. It is also desirable 
to provide for quantity or at least series production of the item. 


When the item has been chosen, the game supervisor asks the participants the 
control question: "Name the time you think it will take for the prototype to 
be assimilated and extensively applied in operation." The figures given should 
not be discussed at this stage and simply recorded for subsequent checking. 


First, the list of tasks and their duration is specified. The participants 
may either state the expected time for carrying out the work, or calculate it 
on the basis of an optimistic, pessimistic and most ;robable evaluation, which 
depends on the objectives of the game, the qualifications and composition oft 


its participants. 


The List of tasks and their duration is discussed and coordinated among the 
teams of participants. | 


The figure presents a network schedule of assimilating an unmanned, self-propel- 
led, underwater vehicle (USUV; see also Table 2). In this case a USUV was 
taken because it is an interesting example, its sphere of application is ex- 
tremely broad, it has considerable potential, and the specific knowledges of 

most of the participants in the game are more or less the same, which places 

them all in a more or less equal position. 


In the schedule, the initial event--signing of the statement of successful com- 


pletion of state trials--is given the designation "0". \ 
a 


The USUV is 1 vehicle equipped with a set of instruments need to perform work 


functions and for control and navigation. Its purpose is underwater research, 
exploration, rescue and salvaging operations, geological surveying, control and 
servicing of equipment on the seabed or close to it (especially-+in underwater 
extraction of oil and gas) and other research, repair and constryction opera- 


tions for the development of the seabed. The work is carried out by means 
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List of Tasks for the Assimi. it 
Underwater Vehicle (fragment) 





ion of an Unmanned, Self-Propelled 
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Task 


—_—- 


Estimated du- 
ration, months 
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Adjustment of documentation according to results 


of state trial 


Elaboration and endorsement 


of list of changes 


according to results of state trials and assignment 


of duties 


Po 


Adjustment and endorsement of documentation for 


manufacture of first series 


Production of first series 


Coordination of contract materials with main producer 


and subcontractors, 


and preparation of production facilities 


Training and instruction of 


transfer of documents 18 
Elaboration of manufacturing process for the series 
18 
personnel at the manufac- 
12 


turing plant, etc. 








Table 2. 
, Task 
No code 
] 

1.1 O-] 

1.2 1-2 

2 

2.1 2-3 

2.2 3-4 

2.3 3-5 

Fig. 
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Network Schedule for Assimilating Prototype of a New Product. 





of remote-controlled manipulators or grips. Observation of the floor and ser- 
viced facilities is provided by sonar and television systems, motion-picture and 
still cameras with lighting, and search mapnetometers. The vehicle is provided 
with navigational equipment to determine its location at the require. point. 


Several types of USUV of different design have been developed. The game rules 
stipulate that not less than 30 sets of tested USUV must be built. 


The materials of this game can be employed in different variants. 
Variant I. The game is conducted through the following stages: 


l. Select prototype to be analyzed; 

2. Determine tasks to be performed tor complete assimilation of a system com- 
prising the considered prototypes; 

3. Determine the duration of tasks according to different estimates and esti- 
mate the anticipated time requirements; 

4. Draw initial network schedule and determine the duration of the critical 
path; 

>. Reduce the critical path as much as possible. 


Variant II and others may differ by offering initial data on stages l, 2, 3, 
or 4, Instead of stage 1, the game supervisor may suggest for analysis a com- 
plex consisting of a USUV, its carrier and operational maintenance systems for 
them. In this case the game starts with stage 2. 


Variant III may give the list of tasks, that is, leaving still less for the 

game participants to do, and so on, On the other hand, the depth of analysis 
may increase. An enlarged network schedule is split into fragments, some of 
which may be compiled and analyzed by a group (team) of appropriate specialists. 
There can be several such groups. In this case the group of senior personnel 
coordinates the network fragments and the allocation of resources. The business 
game thus becomes more complex and ramified. 


A more thorough analysis can involve the whole of the extensive arsenal of opti- 
mization methods developed in the theory and practice of network planning and 
management. Networks consisting of a small number of events and tasks--up to 

200 to 300 (these are the networks most suitable for analysis)--should preferably 
be calculated manually or with special analog machines. Morecomplex networks 

can be calculated with the help of a computer. 


It is suggested that at the end of an assignment each participant in the game 
should write a brief expose on where network scheduling could be employed at 
his o@her enterprise and what time-saving could be expected. It is useful to 
discus@fthese ideas. The number and effectiveness of the suggestions put for- 
ward b¥a team should be used in determining the winners. 


Another variant of the assignments is possible, in which the participants must 
draw up a network schedule for an operation that is a part of their daily duties 
as a home or term assignment. 
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MATERIALS ON BUSINESS GAMES AND MODERN TEACHING METHODS 
PUBLISHED IN "EKO" 


Business Games 
I. M. Syroyezhkin, "Playing Games at Work?" 
Yu. Yu. Kurochkin, "Astra' For Managers". 


S. R. Gidrovich, "‘Impulse' For Thorough Assimilation". 
No 6, 1978 

Business Games Yesterday and Today 

M. M. Birshteyn, 'Business Games: the First Steps". 

V. M. Yefimov, 'How to Substantiate a Business Game". 


A. N. Velikotskiy and V. F. Komarov, "Simulation Games in Automatic Control 
Systems: Experience of Application". 


D. S. Shpil'foygel', "How I Was a Deputy Department Manager". 


No 5, 1979 


Knowledge and Skills (Objectives of Professional Training and Methods of 
Achieving Them) 


L. B. Naumov, "Revolutionary Changes in Professional Training". 
[gor Ognev, "Make a Diagnosis, Colleague”. 


L. B. Naumov, "Teaching Algorithms: Principles of Application axd Some 
Results Thereof". 


No 6, 1979 
Igor Ognev, "The Department Opens Its Doors". 


I. V. Shemetov, Ye. B. Kibalov, A. M. Alekseyev, and Yu. B. Blam, "Instructors 
Offer Problems". 


L. S. Korovin, "Students In the Role of Experts". 
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No 9, 1980 

Invitation To a Game 

R. F. Zhukov, "Business Games In Business". 

V. I. Rybal'skiy, "The SPUSK Business Game". 

V. M. Yefimov, "The ‘Section-2' Business Game". 

T. Ya. Dzhakubova, 'The ‘Red Weaver-2' Business Game". 


COPYRIGHT: Izdatel’stvo "Nauka", "“Ekonomika i organizatsiya promyshlennogo 
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EFFECTIVENESS OF GOSBANK'S CREDIT, BANKING INFLUENCE ON THE ENTERPRISE EXAMINED 


Novosibirsk EKO: EKONOMIKA I ORGANIZATSIYA PROMYSHLENNOGO PROIZVODSTVA in 
Russian No 9, Sep 82 (signed to press 27 July 1982) pp 111-124 


[Article by Professor A. P. Zaytsev, doctor of economic sciences, Odessa Branch, 
Institute of Ekonomics, Ukrainian SSR Academy of Sciences, in the section "Im- 
provement of the Economic Mechanism": "The State Bank and the Enterprise: Is 
Credit and Banking Influence Effective?" ] 


[Text] Credit and banking methods of influencing the efficiency of social pro- 
duction occupy an important place among the problems involved in improving the 
economic mechanism. The USSR State Bank is involved in setting up the phys- 
ical assets of socialist enterprises; the volume and structure of these assets 
determine the dynamics of the capital-output ratio and the turnover of working 
capital. [It controls the scheduling of accounts and the expenditure of the wage 
fund. Credit, payment and accounting services are most closely linked with 


production efficiency indicators. 


To what degree does the current level of organization of banking services in 
the national economy meet present-day requirements? 


WHAT SLOWS THE TURNOVER OF WORKING CAPITAL OF ENTERPRISES? 


Bank assets in the form of short-term credits go mainly into the formation of 

al; as loans, they operate continuously in the turnover of enter- 
nomic agencies. The credit form of organization of a portion of 
ital makes it possible to be more flexible in meeting the contin- 
equirements of enterprises in building up the necessary volume 
serves of uncompleted production, finished output, and cash funds. 


working ca 
prises and 
the working 
ually changin 
of productien 









would seem, should help minimize the volume of working capital, 
accelerate its turnover, and on this basis raise the profitability of produc- 
tion. Actually,Qhowever, this is not the case. Over the last few years there 
has been an apparent trend to the worse in the utilization of working capital, 
with a slowdown in its turnover. This is indicated by industrial statistics 


(see table). 


Such a system, 


Whereas in 1970-1974, the effectiveness of utilization of working capital was 
on the rise, starting in 1974 there began a decline in output per ruble of wor- 
king capital. In 1974-1980. the rate of turnover slowed down by 9.9 days, and 


82 











Table. Dynamics of Physical Working Capital and Volume of Output of USSR 
Industry In Current Prices 
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Physical Industrial Working capital per ruble Duration 

working ca- output, of output of one 

pital, % of 1970 —_—_—_————— turnover, 

% of 1970 % of 1970 % of 1974 days 
1971 104.9 105.9 98.9 - 60.3 
1972 109.5 112.9 96.9 - 59.9 
1973 115.0 119.5 95.9 - 59.4 
1974 122.3 128.1 95.5 100.0 59.0 
1975 133.0 136.7 97.3 101.0 60.0 
1976 140.3 141.2 99.1 103.7 61.4 
1977 149.3 146.1 102.2 107.0 63.3 
1978 160.2 154.5 104.1 108.9 64.1 
1979 168.2 160.0 105.4 110.3 65.6 
1980 178.2 164.8 108.5 113.3 68.9 


Source: Statistical Yearbooks "Narodnoye khozyaystvo SSSR" for 1975, 1978, 
and 1980. 
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the demand for physical working capital that was due to its slower turnover in- 
creased in 1980 by 16.2 billion rubles. 


What caused this slowdown? To what extent is the current system of using cre- 
dits to form working capital to blame? 


Doubtlessly, numerous objective reasons could be found to explain the slower 
turnover of working capital, for example, difficulties in material and techni- 
cal supplies which prompted industrial executives to build up additional reserves 
of physical assets. However, the thing is that the current system of organiza- 
tion of working capital, whether it is the enterprise's own or borrowed, in no 
way restricts the trend towards slower turnover. 


(thus, the authorization of enterprises" own capital on the basis of norm-setting 


or planning according to individual items results in a situation in which 
they draw up norms and determine the aggregate sum of their own working capital 
in such a way as to get more money from their ministry. They do not always 


succeed, but the tendency is apparent. 


[hat is why the norms of their own working capital per ruble of annual output 

of many enterprises keep increasing from year to year. The ratio of own or equi- 
valent capital per ruble of output for industry as a whole was 7.1 kopecks in 
1974, 8.1 in 1977, and 8.2 in 1978. This situation cannot be explained by in- 
adquacies in the methods of setting the norms of working capital. 


The so-called differentiated credit extension system is not targeted on raising 


the effectiveness of utilization of working capital. According to current re- 
gulations, USSR State Bank agencies must take a differentiated approach to 
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well-managed and poorly managed enterprises. To the former it applies credit 
incentives, to the latter, credit sanctions, including the rejection of loans 

to enterprises that fail to reduce above-plan reserves and refusal to guarantee 
loans the accumulation of which is not necessitated by production considerations. 
This is the prime lever of banking influence on production efficiency, including 
the acceleration of the turnover of working capital. 


In real life, however, the differentiated approach to granting credits does not 
facilitate this. The fundamental principle applied in classifying enterprises 
as operating good or bad is their fulfillment or non-fulfillment of the plan 

for production, marketing, and accumulations. These are important operational 
indicators, but they do not directly characterize the level of utilization of 
available working capital. An enterprise may fulfill its production and accumu- 
lation plan and at the same time have a slowdown in working capital turnover 
from the attained level or, conversely, it may be falling short of the plan and 
yet be accelerating capital turnover. 


To be sure, the provisions for determining how well an enterprise is operating 
include the retention or nonretention of its own working capital. But this, 
too, has no direct effect on the level of utilization of working capital, since 
in nine cases out of ten its reduction is due to nonfulfillment of the plan for 
profit and the diversion into the budget and ror other needs of larger sums 
than the actual profit. However important the fulfillment of the profit pian, 
that in itself is no proof of efficient utilization of the working capital as 

a whole, or the enterprise's own capital within it. Similarly, enterprises 
which fail to fulfill the profit plan and consequently have their payments with- 
held from the working capital rather than from the profit, do not and cannot 
lose that capital for good. It foliows, therefore, that the indicated banking 
sanctions with regard to enterprises which fail to maintain their own working 
capital, although harsh enough is obviousiy off target. 


Speaking of facts when enterprises fail to maintain their own working capital, 
it should be noted that the question is not of their actually frittering it 
away, but rather of inadequacies in the system of profit distribution and uti- 
lization, which makes it possible to cover#expenses from the profit and by 
actually tapping the working capital, The question, therefore, is not how to 
punish an enterprise for failing to keep its working capital, but how to improve 
the precedure for distributing profit, including budgetary witholdings from it. 


In recent years State Bank reserves have increased considerably and are contin- 
uing to grow at rates far in advance of the growth rates of all productive assets 
and working capital. The reason is continously increasing savings of working 
people. The expanded credit reserves have prompted ministries and departments to 
be bolder in drawing up loan requests, and State Bank agencies to approve them 
more readily. This has generated elements of overcrediting and the investment 

»f bank loans into excessive reserves of materials which are unjustified from 

the point of view of production and turnover requirements. 

Elements of overcrediting manifest themselves in different ways in different 
types of bank loans. They are most apparent in, for example, extension of credit 
on the curnover of enterprises in out-of-season branches of production. The 
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essence Of this Kind ot credit sxtension is that ioans to cover expenses and 
physical assets are issued automatically trom a special loan account as the 


' 
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rresponding tiscal accounting or cash documents are received. No attempt is 
made to determine the actual need for physical assets at the time they are 
being paid tor with the help of the loan. For that reason enterprises freq- 
uently tail to control their size or the assortment of received phvsical assets. 
when it is subsequently discovered that some enterprises have accumulated 
considerable above-plan surpluses of physical assets financed from loans, it 

th 
because loans are legitimate sources for meeting requirements, the State Bank, 
because the justification tor the issued loan was the accumulation of actual 
lly observed. 


appears that there is no one to answer for this. Tie enterprise comes out clean 


physicai assets, hence the principles of extension of credit were fu 
[In such conditions it is very hard to prevent the accumulation of surplus phvsi- 


cal assets by enterprises. It is just as hard to avoid overcrediting of working 
capital with this type of credit. 


Uvercrediting ot working capital is also apparent in the area of loans for tem- 
porary purposes, in particular, loans for making wage payments, paying suppliers’ 
the accumulation of above-plan and above-norm reserves of physical 
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WHAT MUST BE DONE TO ENHANCE BANKING INFLUENCE ON THE EFFECTIVENESS 
OF PRODUCTION IN THE SHORT-TERM LOANS PROCESS? 


the tirst prerequisite is for such a system ot planning the own working capital 
f individual enterprises that would preclude the possibility of a slowing down 
of its turnover. To achieve this, as we see it, the planning of the volume 

f an enterprise's own working capital (quotas) must be based on the actually 
existing volume adjusted for the planned rate of growth of output. In other 
be calculated on the basis of the actual capital per 


words, the quota should 


ruble of output (gross, marketable, marketed or net) in the base year. This 
quota must become the Law for both the enterprise and the ministry, and anv pos- 
sibility of adjustments in the direction of either increasing or decreasing 

that quota must be precluded. Doubtlessly, some enterprises may find themselves 
litions of a substantial change in the production structure accompanied 
, thar own working capital per 
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ruble of output. Such cases, however, are fairly isolated. 
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How, one may ask, does the suggested procedure differ from the current one rhe 
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itter, as is known, is based on two principal methods: direct calculation 
ind analytical accounting. In the former case planning is based on estimates 
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primary and semiltinished products, etc, estimates of the duration of the prod- 
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uction cycle for different types of output, and estimates of the optimal storage 
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requires a large number ot cumbersome computations and, franklv, is rarely used. 
jividine the total 
Gividine tne cotai 


he second method is simpler [t boils down, essentially, to 


working capital quota into elements, each of which is adjusted according to 


changes in the volume of output and production conditions (notably, supply and 
ts apparent objectivity. it leaves such loopholes 
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marketing conditions). Despite i 
tor the enterprises and ministries that the quota per ruble of output has a ten- 


denc Vv oO inc rease. 
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slp to minimalize the phvysicai portion of the working 


rtant thing & P provide the enterprises with an incenti Tor accelerat- 
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turnover of working capital. Such an incentive can be provided by cal- 
g interest on the residue of cash in accounts. Up until 1963 the inter- 
e was 0.5 percent. Then interest was abolished: the amount of interest 
ll and, since it was itemized as profit and unidentified in the total 
served no useful purpose, though it increased the work load of State 
encies. [t would appear that the role of interest on 
enhanced if it was itemized not as profit but direct! 
ve for having as large as possible a cash balance on its account, this 
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~urnover. 


int of interest generated by the accounts is in this case immaterial: 


be 2, 3, 4, or even 5 percent*. Interest on bank loans his increased 
rably over the last few years, and the bank can easily allocate a portion 


income to pay the interest on the accounts. The banks expenses incurred 
ng interest on enterprise expense accounts will be compensated by the 


increase in the cash balances, which are, in the final analysis, not only assets 
of the enterprises, but also the State Bank's credit reserves (which it cannot 
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accele.ating the turnoverof working capital, the introduction of inter- 


,. 
yments on expense accounts, with that interest being subsequently credited 


material incentive fund, can be an important factur in strengthenin, 


s and accounting discipline, reducing the number of overdue bills for 


and physical assets, wage payments, loans, etc. 


t 


ern of enterprises and production collectives for the more efficient 
tion of working capital could strengthen credit relations between the 
ises and the bank. For example, payments of interest on short-term bank 
»uld be transferred tro the profit to the economic incentive funds. Such 
ls have been made repeatedly in the press, including the State Rank's 
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tion, the magazine DEN'GI I KREDIT. The task, apparently, is for the 
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ite Bank to incorporate this suggestion in its interest policy and real- 


ize it in the framework of measures for improving the economic mechanism and 

nat its impact on the effectiveness of prceduction. 

be no major cconomic or organizational difficulties in implementing 

this yposal. The transfer of interest on short-term loans from profit to eco- 
10 1centive funds can be carried out universally or selectively in different 
‘In the past the tollowing interest rates were applied to exnense accounts: 5 
vercent in 1932, 3 percent in 1932-19-5, 1.5 percent in 1936-1955, and 0.5 per- 
cent in 1955-1963 
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enterprises and economic agencies. The State Bank is authorized to control the 
expenditure of the wage fund, that is, to ensure the richt balance between pay- 
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ents from the wage fund and the volume of output. Since wages are a component 
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f the wa und is controlled on an annual and quarterly basis; the end of 


the nt period coincides with the end of the calendar vear. When the new 
roduct slan is adopted the control process is renewed on the basis of new 

production and marketing indicators and planned wage funds. Thus, the main pur- 

ntrol is to minimize not the expenditure of wages on production in 


. . ; 


c 
e but the expenditure of the wage funds within the sums stipuiated in 
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the in. Hf a plantoverfulfills or underfulfills the pian, the planned fund 
$ ad ted according to an established coefficient. 


itr inevitably places the wage fund in rigid constraints and restricts 
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the opportunities for using it as an incentive for increasing labor productivity, 

reducin inpower and raising production efficiency. To this should be added 
that, objectively speaking, bank control can neither generate incentives for 

e izing on the wage funds nor fully preclude their overexpenditure. Under 


: lod 7 rrend -¢ make 
lation: n iterprise that has overexpended its wage fund must make 


rrent regulations, an et rise tha 
it up in the next quarter. If the enterprise is incapable of doing this on lts 
wn, this is done by the superior agency by dipping into the wage fund reserve. 
However, overexpenditure vered by a superior agency doesn’t stop being over- 
expenditure. It could be compensated only by savings in the wage funds of other 
enterprises. jut under current regulations any savings in the wage fund is pre- 
cluded, because as soon as the management of ain enterprise sees that its opera- 
tions in the current quarter may result in savings it will do everything to ! 
prevent su Savings, all the more s is the’ in be wiped out easily. 
How, then, n the effectiveness of bank control over the expenditure of wage 
funds be enhanced to have a greater influence on production efficiency? 
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ROFiT AND PROFITABILiTY MUST BE MADE DIRECTLY DEPENDENT ON 
PROFIT AND PROFITABILITY 
sidering the problems of banking infiuence on the efficiency of produc- 
is also necessary to dwell on questions of the organization of banking 
ns. The State “ank is not only an administrative agency, an element 
stat ipparatus. It is also a commercial establishment which naturally 
> goals of its own. As regards the enterprises and organizations it serves 
not just customers of the bank but also its “stock-holders,” insofar 
not only the enterprises that make use of the tank's funds, but also 
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ite iNK Syslem operates as a whole on a Sst-accounting basis. he baie 
The? trom interest charged tor loans t enterprises, its expenses Ver 

ing the banking system and payment oft interest on private Savings accounts. 

ference between income and expenses is the bank’s protit, which is credited 

tate budget. The profit as a ratio of the total credit reserves is the 
proftitabilitv. The State Bank employs a system of material incentives 

i to the results of work. Emplovees of branches and oftices receive bonuses 
‘ ultillment and overfulfillment of the cash plan. We thus seem to have 
the eiements of cost accounting and economic incentives. However, to what 
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io thev correspond to the tasks of enhancing the bank's efficiency, on 
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ne hand, and the effectiveness ot the production activity at the enterpri- 
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seTves, on the other? 
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it the bank's cost-accounting activity is the total income obtained 
est on loans. Interest rates are set on a centralized basis and are 
‘rentiated according to types of loans. In recent vears interest rates 
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been increased steadily. lhis has resulted in a considerable increase itz 
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Dank S income, higher banking profits, and greater profitability of bankin;: 
itions. During the same time the profitability of production in the economy 


tne whole declined substantialiy. We are thus faced with a paradoxical 


ic 
ion: the rising profitability of banking operations is accompanied by 


ing profitability of production in theeconomy. Such a situation can- 


nsidered normal. It creates an illusion of well-being and generates 

attitude on the part ot the bank to the economic problems of growth 

roduction etficiency. Only that can explain why the USSK State Bank did 

in the conditions of the economic reform carried out 
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change its operations 
he September 1965 plenum of the CPSU Cen- 
r 


rrdance with the decisions 

mnittee. Similarly, the State Bank's participation in imp 
mic mechanism in accordance with the resolution of the CPSU Central Commit- 
nd the USSR Council of Ministers of 12 July 1979 was restricted to extend- 
for repaving loans issued for wages and greater differentia- 
according to loans: measures which essentially have no 
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interest rates 


bearing on the efficiency of production. 


necessary to make the profit and profitability of banking 
vy dependent on the level and dynamics of economic profit and 
In that case, the State Bank's contribution to raising produc- 
fticiency will be purposefu! and oriented in the first place on raising 
ibilitv as one of the indicators of the efficiency of production. We do 
‘f how this can best be achieved. Several options could 
me basic requirement: In the 
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SELECTION, ADVANCEMENT DEPENDS ON PROCESS OF DYNAMIC FEEDBACK 


Novosibirsk EXO: EKONOMIKA I ORGANIZATSIYA PROMYSHLENNOGO PROIZVODSTVA in 
Russian No 9, Sep 82 (signed to press 27 July 1982) pp 125-140 


[Article by Candidate of Economic Sciences A. A. Avakyan, Leninakan, under head- 
ing "Production Manager: How to Train Him?": "Feedback"; passages rendered in 
all capital letters printed in boldface in source] 


[Text] We bring to the reader's attention A. A. Avakyan's article, 
"Feedback," which deals with problems of promoting and training mana- 
gerial personnel at enterprises. The author is not a professional in 
the field of personnel training. He is a production engineer, but we 
felt that his ideas on the system of managerial promotion and training 
ate worth discussing. The Editors showed the article to a group of 
Novosibirsk party functionaries and managerial personnel and invited 
them to discuss the material in a "round table" debate. The materials 


of that debate are also presented in this issue. 


The report presented by L. I. Brezhnev at the 26th CPSU congress states: 
“Targeting the economy on the more comprehensive and efficient utili- | 
zation of what the country has requires a new approach to many problems. 
of economic management." This new approach depends in many wayson the 
level of managerial personnel in the basic element of the economy: the; 
enterprises and associations. How can the system of promotion and 
training be improved, how can the production manager be equipped with 
the modern arsenal of ways and means of management most suitable to 

the stage of reorienting the national economy towards the predominantly 
intensive road of development? Perhaps the readers would like to con- 
tinue the discussion launched by this article. 


Our country takes pride in the names of many brilliant managers--organizers of 
industry, science and agriculture fostered by the party. Without them it would 
have been impossible to create our country's economic potential. V. I. Lenin 
attached great importance to the selection and appointment of managerial per- 
sonnel. In a letter to A. D. Tsyurupa dated 27 Feb 1922, on reorganizing the 
work of the Council of People's Commissars, the Council of Labor and Defense, 
and the Small Council of People's Commissars, he insisted, "The prime task... 
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is not decrees, not reorganization, but the selection of personnel; the appor- 
tionment of individual responsibility for what is being done; verification of 


actual work." 


In another letter to A. D. Tsyurupa, dated 20 Feb 1922, Lenin says that it is 
necessary "to study people and look for capable workers. That is the essence 
now; all memos and decrees are dirty pieces of paper without this." 


In line with Lenin's principles, the party devoted tremendous attention to 

the selection and education of managerial personnel of enterprises. A search 

is on for better methods of selection, training and advanced training. Con- 
siderable funds ure invested in this, and leading scientists are being involved. 
In 1971, the Institute of Economic Management was opened in Moscow. It offers 
retraining courses for managerial personnel in industry. In 1979, with similar 
objectives in mind, the USSR Council of Ministers set up the National Econonomy 
Academy. There is also a iamified network of advanced training institutes for 
managerial personnel in different industries. 


Nevertheless, there is still a shortage of managers. Many lack the training 
needed to boost lagging enterprises and sections or are incapable of heading 
the restructuring of management in accordance with changing tasks. In view of 
the extreme importance of this problem it would be useful to analyze the system 
of promotion of managerial personnel of enterprises and associations. 


Mn..ING A CAREER 


Much has been achieved in work with the pool of personnel from which candidates 
for promotion are drawn. Worthy of attention is the initiative of the Krasno- 
yarsk Kray CPSU Committee, which is developing a target program for the selec- 
tion and promotion of managerial personnel. A number of progressive methods 

of promotion of managerial personnel are known, such as the repeated testing 

of candidates with steadily more complex assignments and trial terms in mana- 
gerial positions. EKO has written of the interesting experiment being conducted 
at the "Elektrotochpribor" [precision electrical instruments] factory in Omsk 
and of work with the promotion pool at the Tiraspol garments factory~. 


Such achievements, however, are scattered, they have to be systematized, winnow- 
ing away random or purely local features and supplementing new ones so that the 
developed system could be applied universally, regardless of local specifics or 
the subjective qualities of the performers. "The manager of today," L. I. Brezh- 
nev noted at the 25th CPSU congress, “must organically blend party conviction 
with in-depth competence, discipline with initiative and a creative approach 


to his job." 


Managers must meet the strictist moral and political qualifications, be know- 
ledgable in modern methods of management, have a sense for the new, see develop- 
ment potentials, be capable of finding the most effective solutions of arising 
problems, and readily make use of the knowledge and experience of others. 


Unfortunately, it is not alwavs the most deserving who are arrointeu to managerial 
positions. Given the current scope of management, any erroneous decisions, or 
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unwillingness to take a needed decision, can inflict major economic damage on 
the economy. Not less important is the moral damage, of which the central news- 
papers have written on numerous occasions. 


THE PROBLEM OF RAISING THE EFFECTIVENESS OF THE MANAGERIAL PERSONNEL PROMOTION 
SYSTEM CAN BE FORMULATED AS FOLLOWS: WHAT MUST BE DONE TO ENSURE THAT IN EVERY 
SPECIFIC CASE THE BEST CANDIDATE IS PROMOTED TO A MANAGERIAL POSITION? 


It should be noted that the "de jure” managerial promotion system is quite un- 
like the "de facto" system. The former operates as follows: evaluation 
committees (shop committees for lower-echelon managers, plant committees for 

the middle echelon) regularly evaluate personnel. Those who meet educational 
requirements and displayed themselves to best advantage are included in the pool 
for promotion. When a vacancy occurs the most suitable candidates from the pool 
are considered. Enterprise and association managers are also evaluated, but 
this is done by committees appointed by ministries and departments. They also 
form promotion pools. 


"De facto" evaluation is frequently only a formality the outcome of which is 

prejudged. This author has participated in many such evaluations and in none 
of them was the procedure in accordance with established requirements. More 

often than not it was reduced to such a dialogue: 


DIRECTOR: We all know Comrade Ivanov well, and I for one am satisfied with his 
work. Do you want to say something? 


CANDIDATE: No. 


DIRECTOR: Good. Go back to work.... 


This is one case, when the boss is satisfied with the candidate. In the other 
case the director fires questions the form and content of which are aimed at 
"flunking" the candidate. 


The decision of the evaluation committee cannot be appealed. That is why eva- 
luation is sometimes used to get rid of brainy but prickly or unaccommodating 
persons, people, in short, whom the administration doesn't like but finds it hard. 
or impossible to remove in any other way. Such scenarios appear from time to | 
time in every newspaper. A good example is a case in Ulan-Ude, where L. Krutik, } 
laboratory manager and secretary of the party organization at an oil tank depot, 
was refused certification immediately after she disagreed with a direct instruc- 
tion from the director M. Stafeyev to provide an apartment for chief bookkeeper 
A. Vershinina. What strikes the eye in this case, which was described in an 
article by A. Starukhin, "Reflections Over a Fact" (Pravda, 27 Feb 1979), is 

the crude way in which it was handled. For one, the evaluation committee was 
called immediately after L. Krutik's “act of defiance." Secondly, the motion 

not to certify her was introduced by A. Vershinina, a person directly concerned. 
If the director had waited until the regula evaluation session and been more 
circumspect in his choice of the person to make the motion, the case would have 


passed unnoticed, as usually happens. 
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ENTERPRISES FREQUENTLY VIOLATE THE PRICNIPLES OF SELECTING A MANGAGER FROM THE 
POOL FOR PROMOTION. A person from outside may be selected to fill a vacancy 

(not that there is anything wrong in that), but no one takes the trouble to ex- 
plain to the collective why the outside candidate is better than one from the 

In other words, the question is decided wholly "at the discretion of 

the management." This inevitably places the choice of candidate in dependence 

of subjective factors. More, the requirements to candidates in different regions 
may vary so greatly that a plant director in city "A" would be turned down for 
the position of shop superintendent at a similar plant in city "B". 


pool. 


As we see it, an analysis of the current practice leads to the conclusion that 
at some enterprises the system of managerial personnel promotion suffers from 


the following shortcomings: 


Formality in evaluation procedures which takes the place of objétively selecting 
a pool with the greatest potentialities; 


The random nature, if not total absence of any connection, between the appoint- 
ment of managers and their belonging to the pool; 


The impossibility of objectively comparing the qualities of the former manager 
with those of candidates for his position, and of the latter's qualifications 
among themselves, because personal files, forms, and so on in no way solve the 
problem, as demonstrated in practice. Most failures among directors have testi- 


monials worthy of a minister; 
Restriction of candidates to people already in the "nomenclature"; 


Absence of any personal or clearly defined responsibility for a bad appointment, 
or of a system of continuously monitoring the correspondence of a manager's 


work to his position; 
Inadequately developed methodology and criteria for evaluating this work; 


Absence of a mandatory scale of sanctions when the activities of managers depart 
from the optimal. 





A manager creates no material assets, but his decisions may in many ways affect 
what an enterprise produces, its quality, and the costs. Managerial activity 
is multifaceted, and it demands courage and flexibility, knowledge of the sub- 
ject and unstereotyped decisions, fortitude and persistence. In other words, 

a manager must display talent, will and broad general culture. 


WHAT IS TO BE DONE 


If one regards the svstem of managerial personnel promotion from the standpoint 

of systems technique,its shortcomings can be reduced to one integral: the ab- 
sense or inefficiency of feedback. In engineering there are many ways of pre- 
cluding the possibility of error in key areas. For example, redundancy or the use 
of logical systems which ensure the firing of a system if a certain number of 
sensors yield the required signal. Not even the most inexperienced engineer 
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will design a system for controiling the operation of an instrument, machine 
tool, mechanism, etc., without feeback. It is a must in developing technical 
systems to determine the potential sources of errors, their possible limiting 
values, and provide for automatic adjustment. 


In systems with feedback (and these include all control systems) the output 
signal is compared with its desired value. The comparison produces an error 
signal, which is made to act on the controlled entity with the purpose of re- 
ducing it (so that it would tend to zero). Feedback is designed to assure the 
stable operation of a system in those cases when the parameters of its compo- 
nent Clements are variables (in our case this is the replacement of a manager). 


Let US examine (in simplified form) the current effect of the managerial promo- 
tion System as applied to a specific organization (enterprise, association). 


Feedtorward between the governing body (ministry, production association) 
and the agency subordinated to it commences with the appointment of a manager. 
Feedback develops within established intervals (monthly, quarterly), when the 
governing body gets reports on the fulfillment of the plan from the agencv. 
The g0verning body compares the actual results of the agency's activities 
with the plan and reverts to feedforward (incentives or sanctions, up to and 
including removal of the manager from his position). That is how the manager 
promotion system operates at present. 


It is not hard to see the causes reducing its effectiveness: the reports reflect 
the manager's work with a time lag. Every enterprise has a built-in inertia 
which is in direct proportion to the scale of production. For that reason the 
results of a manager's work can be judged only when the reports about it span 

a sufficiently long period, that is, with a time lag. And this precludes the 
possibility of timely intervention. 


This is usually taken into account, a newly appointed manager is given a certain 
freedom of action, an opportunity to "display himself" for a couple of years. 
Only after that can he be replaced. But the replacement of one manager by ano- 
ther will represent purposeful control action only if the newly appointed mana- 
ger is better than the one he replaced in both business and political qualities 
to the extent that he can resolve all the main problems left from his predecessor. 


CONSEQUENTLY, THE MANAGER PROMOTION SYSTEM SHOULD BE SUPPLEMENTED WITH EFFECTIVE 
FEEDBACK, NAMELY, A RESPONSIVE OUTPUT SIGNAL, TOGETHER WITH THE DESIRED (OPTIMAL) 


VALUE OF THAT SIGNAL. 


What is needed for this? Many things distinguish a good manager from a bad one. 
The main one is that a good manager subordinates all his decisions to strategy, 
something a bad one neglects. Knowing the desired value of the output signal 
means knowing the optimal strategy, which is highly individual for every enter- 
prise and every organization. The question is who must formulate that strategy, 
and when, 
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When a new manager takes over, the first thing he does is to adjust or replace 
his predecessor's strategy. However, it would be useless to look for a docu- 
ment formulating or reflecting the new strategy. 


Logic would suggest such documents are the plans--long-term, organizational 

and technological, plan of economic and social development. In actual fact 

they are frequently nothing of the sort, mainly for the following reason: 

Plans which are to be the basis for reports to the superior echelons are usually 
drawn up in such a way as to make them easier to fulfill, since the operating 
economic mechanism is not conducive to the adoption of intense plans. That is 
why such an important category as the strategy of an organization or enterprise 
is in effect relegated to memory. The result is vagueness, lack of coordination, 
and incompleteness of strategic provisions, with no way to control 

tnem. 


IN OUR VIEW, A NEW MANAGER MUST BECIN (WITHOUT HASTE, OF COURSE, AS THIS TAKES 
TIME) WITH DRAWING UP A STRATEGY OF DEVELOPMENT OF HIS ORGANIZATION, WHICH 
SHOULD BE PRESENTED TO THE COLLECTIVE FOR DISCUSSION. THIS SHOULD BE DONE 
AFTER IT HAS BEEN REVIEWED BY EXPERTS, RID OF THE INFLUENCE OF LOCAL AND PERSON- 
AL INTERESTS, AND OPTIMIZED WITH RESPECT TO NATIONAL ECONOMIC CRITERIA. The 
ministries and departments, or their committees, are not always capable of 
performing this new function--strategy evaluation--because sectorial interests 
may coincide with those of the enterprises but clash with national interests 
(many articles and books have been written about this). 


What is probsuvly needed are expert consultant organizations independent of the 
ministries and departments both organizationally and financially. Examination 
of a new strategy by a team of experts would offer an objective evaluation of 
the degree to which the manager fits his position. The governing body would 
in turn receive as it were the optimal value of the output signal for further 
comparison. In such conditions a manager will have to apply himself with the 
greatest diligence to both formulating his strategy and putting it into effect. 
He must be able to substantiate any deviation, and the governing body can 


evaluate any of those substantiations, 


If the aforementioned procedure is supplemented with clearly defined and rigidly 
enforced personal responsibility of the manager, we should have, it seems to us, 
a system with effective feedback. 


WHO CAN BE AN EXPERT? 


In order to perform successfully the expert consultant organizations (firms) 
must be highly authoritative. This can be achieved by observing the following 


conditions: 


Impossibility cf direct or indirect administrative or financial pressure on the 
firm as a whole or any of its employees; 


High professional, moral and ethical standards of its employees. 
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[N OUR VIEW THE CONSULTANT FIRMS SHOULD BE IMPORTANT ASSISTANTS IN THE PROMO- 
TION OF SCIENTIFIC, TECHNICAL AND ECONOMIC POLICIES. IT WOULD THEREFORE MAKE 
SENSE TO SET THEM UP UNDER THE JURISDICATION OF THE STATE COMMITTEE FOR SCIENCE 
AND TECHNOLOGY. These expert consultant organizations should be mobile and 
non-profit and employ small staffs of specialists and technical personnel. For 
the solution of specific tasks their specialists could be temporarily enlisted 


in working parties. 


Such a firm would be staffed by specialists on economics, organization, infor- 
mation, standards,operations research, mathematics, computers, cybernetics, 
systems technology, and sociology. The specialists in the technical sciences-- 
engineers and scientists--must have sufficiently broad knowledge and work exper- 
ience. When necessary, the firm could invite highly qualified outside special- 
ists for expert evaluations and consultations. 


The task of such firms would be, firstly, regular reviewing of enterprises and 
organizations assigned to t’\em (according to geographic or industrial specifi- 
cations) and, secondly, uns::sheduled reviews of specific targets on requests 
from ministries or local party agencies; finally, they would participate in the 
selection of the best candidates for managerial positions, etc. 


WHO IS WHO 


We would like to venture what at first glance might seem to be a questionable 
assertion, the logic of which can be easily verified: The principles of select- 
ing the best out of a large field of candidates are the same, be it in sports, 
art or industry. In every case for successfully solving the problem it is 


necessary to: 

Go through all the suitable candidates; 

Give them equal opportunities to display themselves; 
Strictly adhere to clearly defined procedures and rules; 
Ensure the unity of criteria and objectivity of evaluation. 


Imagine that athletic champions were found and promoted in the same way that 
the managers of enterprises sometimes are.... In that case an athlete who had _ 
stopped training would continue to be high in the ratings since he wouldn't 

have to confirm his standing in contests. Last year's champion of one sports 
club who lost today would be "appointed" champion of another club.... 


The absurdity and humor of such a situation is apparent, but in spite of the 
contrived nature of this comparison between sport and industry, there is no 
reason to shun the principle of selecting the best candidate for manager. 


In our time there is no questioning the idea that management is a highly specific 
type of activity which requires certain innate talents, just like a musician 

needs a good ear. Just as music, mathematical, athletic and other specialized 
schools test the talents of students, so the selection of future managers (or- 
ganizers) should start with a test of their willpower, intellectual, communication 
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and other skills which are an objective prerequisite for successfull organiza- 


tional activity. Of course, the selection of potential candidates is only the 


beginning of manager training. 


In our view, the following approach could be taken to the system of candidate 
selection for managerial positions. Once in every two or three years, every 
enterprise and every organization should hold an open contest for the hest pro- 
ject. The subject is arbitrary, 4 necessary condition being that the project 
should be relevant to the given enterprise or organization as a whole or one 
of its elements. The author sets forth his opinion of the state of affairs, 
analyses its activities and operations, reveals its shortcomings and unutilized 
opportunities, sets forth new ideas, and elaborates and substantiates his pro- 
In other words. each project shows what the author 


posals in minute detail. 
The specific position would 


would do should he be given a managerial position. 
depend on the content of the project. 


The contest should be open to anyone who wishes to take part in it, but 
obligatory for managerial personnel of all echelons. Refusal to participate 
should be regarded as unwillingness or inability to defend one's right to hold 


a position. Such a contesc could supplement evaluations with an objective 


assessment of a person's business qualities. 


The contest would be anonymous, with the projects submitted under code names. 
The authors would be announced only after the results were made public. 


In its decision the contest committee would indicate: 


The position corresponding to the rank of the problems solved by the project; 


The project's standing among others of the same rank; 


Solutions which should be implemented in the first place; ; 
Shortcomings noted by the author which should be quickly rectified. 


Of course, the places won in the contest by the authors of the project would 
imply an automatic reshuffling of personnel, since the development of an ideal 
project does not necessarily mean the ability to implement it. However, the 
contest makes it possible to kill several birds with one stone, namely: 


Revez! potential candidates for managerial positions; 
Determine the state of the enterprise or organization and its subdivisions, 


their shortcomings, potentialities, ideas and solutions; 
Raise the qualifications of participants in the contest, insofar as elaboration 


of the project would require them to work with the literature and gain a greater 


insight into the subject; 


Create conditions for creative competition; 
Get rid of an atmosphere of self-complacency and stagnation and instill a great- 


er sense of responsibility in managerial personnel; 
Assure the personnel that talent and industriousness are sure to be rewarded, 


that the state needs people with good business qualities. 
In this way, along with a scientifically substantiated, impartial and objective 


evaluation of personnel, we gain current and potential advantages which in them- 
selves justify all the efforts and expenses and which cannot be gained in other 


ways. 
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As for the actual administrative promotion or removal of personnel, CONTESTS 
CAN PROVIDE CERTAIN OBJECTIVE CRITERIA WHICH CANNOT BE IGNORED IN FAVOR OF 


ARBITRARY DECISIONS. 


A person who submitted a good project but lacks in administrative experience 
could be given the opportunity for training periods in interim positions. In 
the final analysis, a manager's success depends not so much on acquired ideas 
and skills as on the ability to generate them, as well as to perceive and real- 
ize sensible solutions suggested by others. 


A system for gradual introduction into administrative positions exists at some 
Soviet enterprises and at enterprises in other socialist countries, for instance, 
the GDR. This is a very important element in managerial training, but it begins 
to make sense only after the problem of competitive selection of candidates has 


been resolved. 


To sum up, the proposed improvement of the system of promotion of managerial 
personnel boils down to the following. The three-tier system would be retained, 
but the first tier--evaluation--would be supplemented by project contests, with 
the selected candidates placed on a reserve list. The second and third stages 
would remain unchanged. During the second stage the party bodies of the enter- 
prise review each of the candidates. The purpose is the verification of moral 
and politieal qualities, education, instruction, testing by means of trial 
stints in the potential position, party assignments, etc., and finally, turning 
down those who failed to pass the tests. The third stage is a series of inter- 
views with the successful candidates and adoption of the decision to appoint 
the very best of them to the specific positions. 


All three stages offer the possibility of controlling the managerial promotion 
system, exposing and punishing violators of regulations. The control is carried, 
out on both a regular basis and in cases conflict situations arise. As under 
the current system of evaluation, the first-stage cottest committee should be 
made up of highly qualified specialists, with the participation of representa- _— 
tives of the trade union organization under the guidance of the party committees.’ 
The difference is that it is to be formed jointly with specialists from the in- 
dependent expert consultant firm. ' 
} 
DOTTING THE "i's" 


There are numerous stock sayings which justify people who make mistakes. How- 
ever, if an error results in considerable material losses, important questions 
invariably arise: Was everything done to prevent it? How will those to blame 
be punished? In such a very important thing as the system of promotion of ma- 
nagerial personnel of enterprises, effective prevention of mistakes and respcn- 


sibility for their appearance is also needed. 


Obviously, there is an element of risk in everything. However, there is a sen- 
sible limit of risk. In other words, at an examination one may give an A ins- 
tead of a B by mistke. But if a top grade appears instead of a C, a D or even 
an E, then someone has to answer for this. We think it necessary to introduce 
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sanctions against managers who have failed in their duties. Say, dismissal 
without the right to promotion to an equivalent position until the person has proved 
himself ready for a higher level of work. 


It is necessary to hold personally liable those who would promote a manager who 
failed his job at one place and another to yet a third managerial position. 
Only such liability can put an end to such questionable appointments. 


The problem raised in this article concerns everyone. Just as we think of the 
doctor only when we begin to hurt, so we mention the management when something 
goes wrong. Poorly operating transport, shortages of goods in stores, inappro- 
priately awarded bonuses are all things that make us ask: Where are the author- 
ities? There is no such problem, no such deviation from the norm for which a 
supervisor should not be held liable, each within his or her domain. All this 
is sufficient grounds to consider it useful to examine the problem of managerial 
promotion and apointment from the most different aspects. 
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ROUNDTABLE DISCUSSION OF FEEDBACK'S ROLE IN SELECTION, ADVANCEMENT 


Novosibirsk EKO: EKONOMIKA I ORGANIZATSIYA PROMYSHLENNOGO PROIZVODSTVA in 
Russian No 9, Sep 82 (signed to press 27 July 1982) pp 141-156 


["Round Table" discussion by correspondent Ye. Lysaya: "Appointed To the Posi- 


tion..."] 


[Text] The discussion of the article "Feedback" at the "Round Table" 
organized by EKO jointly with the Novosibirsk City CPSU Committee, the 
Novosibirsk Oblast Council of Scientific and Technical Associations, 

and the NTO House of Technology, was monitored by the magazine's editor- 
in-chief, Academician A. G. Aganbegyan. 


Taking part in the discussion were: 


V. I. Alekhin, first secretary of the Tsentral'nyy Rayon CPSU committee 
of Novosibirsk; 

V. A. Bulayev, chief of the industry and transport aepartment of the 
Novosibirsk city CPSU committee; ' 
A. A. Dementyeva, secretary of the party committee of the "Sibir" knit- | 
ware association; 

A. A. Zhdanov, secretary of the party committee of the Metallurgical 
Plant imeni Kuz'min; 

I. I. Indinok, secretary of the Zayel'tsovskiy Rayon CPSU committee 


of Novosibirsk; 

G. I. Kvashnin, deputy general director of the "Severyanka” garments 
association for personnel and services; 

V. A. Kostarev, instructor of the chair of party building at the Novo- 


sibirsk Higher Party School; 
V. A. Kremlev, chief of the organization department of the Novosibirsk 


city CPSU committee; 
A. V. Maslov, secretary of the party committee of the Aviation Plant 


imeni Chkalov; 
G. A. Pimenov, chief of the Novosibirsk No 1 house-puilding combine; 


F. F. Shevelev, director of the "Flektrosignal" plant, Novosibirsk. 
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IS A CONTEST OF PROJECTS NECESSARY? 


EKO: The Lerinist principles of personnel selection and appointment are well- 
known. Far from losing their significance, they are gaining in importance. 
In each historical period different aspects acquire special relevance, and new 


facets appear. 


Today's enterprise managers are highly professional and competent. Many direc- 
tors and chief engineers are knowledgable in the finest details of technology. 
At the same time, they are not just people with a higher education. Many of 
our managerial personnel pass through the school of party work. They know how 
to organize the collective and target it on fulfilling the main tasks. This 


is extremely important. 


We would like to discuss not this general, ever-present aspect, which hardly 

requires any reassessment. We want to talk about how best and most effectively to im- 
plement Lenin's principle of work with personnel at the present stage, at the 

present level of production, in conditions of more complex tasks and the party's 


course of intensification of the economy. 


Considerable experience of training managerial personnel has been accumulated. 
Some krays and oblasts even have target programs of work with managerial per- 
sonnel. Pools of personnel for promotion are being set up everywhere. However, 
aifferent enterprises work differently with those pools. 


We must concede that we have many unresolved problems. Despite a clearcut sys- 
tem of work with personnel and a party approach to it, procedurai errors and 
difficulties persist. How can we avoid errors and shortcomings in promotion? 
How should we foster managerial personnel for modern production? How can we 

get effective “feedback” on the results of managerial activity and adopt timely 
decisions? These are the problems on which A. A. Avakyan, author of the article 
"Feedback," attempted to set forth his views. Not all his conclusions and pro- 
posals seem valid, and there may be other opinions. But why is such work inter- 
esting? Because it prods the mind. A person has tried to present a logical 
scheme. If you disagree with him, come up with your own! 


We would like to ask you to go beyond the questions raised in the article and 
discuss the system of preparing not only the top managers of enterprises, but 
also shop superintedents and the chiefs of services and sections. At issue 

are not only the top personnel, but the style of work with managerial personnel 


that has evolved at this or that enterprise. 





We would like this debate to be not just speculative. We have here comrades 
with experience in party work, experience in selecting and appointing personnel. 
Among us are managers of enterprises who do such work. We would like them to 


share their experience, too. 


G. A. PIMENOV: When was it harder for managers? In the time of Semen Davydov 
ana Makar Nagul'nov from "Virgin Soil Upturned" or now? I would put an "equal" 
sign, or even say that today management is more difficult. To be sure, they 

lacked the high level of competence which contemporary managers have. But our 
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time has difficulties of its own, and they cannot be overlooked when promoting 
and training managers. Today the formula "commander of production” is probably 
growing obsolete. The objective is not to command but to manage, using an ex- 
tensive arsenal of methods and means accumulated by the science of management; 
it is necessary to manage, taking due account of the immeasurably higher educa- 
tional standards of personnel, living conditions and other socio--economic con- 


ditions. 


With all of these new aspects in mind, managers must work in new ways, using 
new means and forms of management, fostering personnel involvement and maintain- 
ing labor discipline. It iS therefore essential for the manager to be not only 
competent, but also to know the specifics of management, be an educator, psy- 
chologist, etc. At the same time he doesn't have many incentive levers, th 
manpower shortage in Novosibirsk is appreciable, especially in construction, 

and any person giving up his job can find as many other job options in our city 
as he wants.... All in all, managers are in no easy position, especially those 
dealing directly with personnel. That is why we have no waiting lists of can- 
didates eager to take on the jobs of foreman, work superintendent or chief of 

a construction administration. Who's even speaking of waiting list! God help 
us fill the vacancies we have! This situation cannot generate interest in the 


project contests suggested by the author. 


At our house-building combine we have 120 technicians and 52 engineers employed 
as workers. On the one hand this is very good: house-building has a high level 
of automation,with conveyer production. It's fine when you can place a technikum 
or institute graduate to supervise such a technologically complex flow line. 
However, it's not so easy to appoint a skilled, qualified machine operator to 

a production supervisory position even if he is in the promotion pool. A fore- 
man's pay is the same, if not less, while his duties are much more complex. 

The time has come to think of enhancing the prestige of production supervisory 
personnel and offer better pay for their work. 


A. I. ALEKHIN: It is useless to speak of contests without creating a good pool 
of reserves for promotion. Incidentally, such reseryes are lacking in those 
industries which have no advanced training institutes. We often spend months 
looking for the necessary person, because the choice is not so great, especially 
in construction and the light and food industries. 


I think that the higher school must take much of the blame, because it trains 
engineers without considering the fact that many of them will go on to become 
managers. In any case, we can fault the Novosibirsk branch of the Moscow Technolo- 
gical Institute of the Light Industry and the Novosibirsk Institute of Civil 
Engineers. The time has apparently come to seriously demand that institutes 

of higher learning share the responsibility for training graduates for manager- 

ial work. Not everyone will advance to top executive positions, but every young 
specialist must be prepared for work in the lower and middle managerial echelons. 


G. I. KVASHNIN: I can tell you of the personnel situation that has developed 

in the city's garments associations. There are four associations, and in three 

of them the managers are approaching or already past the retiring age. In only 
one, the "Detskaya odezhda" [children's clothes] association, the manager is a 
young, recent appmintee. There is an especially great need for chief mechanics 

and chief engineers. For example, one garments factory of the association couldn't 
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find a chief engineer for so long that they ended up appointing a shop super- 
intendent to the position. We knew that she was gruff with people, which was 
why we wavered. But she knows the machinery and technology. After a serious 
talk with her, we appointed her to the position. 


Or take the office of chief mechanic. This is a very special position, involv- 
ing equipment, machinery, maintenance--more of a man's job, one should say. 
Colleges in our field should select students for specialization taking this 


aspect into account. 


A. V. MASLOV: Our plant is working to exert influence on the training of stu- 
dents for managerial work. At the Novosibirsk Electrical Engineering Institute, 
a new aircraft building department has been opened. It trains personnel for 

many spheres of production. Starting with the very first year, we offer the 
department opportunities to conduct curricular classes at the plant, and later 
practice ceurses. We strive to give the students experience in managerial work, 
assign them to stand in for foremen, section chiefs or managers of other shop 
services, and seek to determine the aptitudes, interests and preferences in dif- 
ferent types of production. As a consequence, fewer mistakes are committed during 


placement, and they adapt to the job better. 





A. A. DEMENTYEVA: Our promotion pool is inadequate for the same reason as in 
the garments industry. But I think that, despite difficulties with reserve per- 
sonnel, or perhaps because of them, it is necessary to improve the forms and 
methods of work with candidates for promotion. The author opts for projects 
contests. We have not tried this form, but we have potential candidates submit 


theses. 


Since 1972 the association has been sponsoring a university of economic knowledge 
for engineering and technical personnel. At the end of the study year every 
student is required to submit a thesis, which is examined by a specially commit- 
tee. Intvresting suggestions are recommended for introduction at enterprises 


of the association. 


I cannot agree with the author in his assessment of the role of evaluation. It 
may be conducted formally or meaningfully, depending upon the approach. We re- 
gard evaluation as one of the basic procedures in working with candidates for 
promotion. All the procedures are defined by a special standard, which is one 
of 49 enterprise management standards drawn up by the association. 


I. I. INDINOK: I am new at the rayon party committee. Before this I worked 
at an enterprise and can confidently claim that at any good enterprise evalua- 
tion is not a formal procedure. There were cases when the director's views 
clashed with those of the committee, but secret ballot has shown that evalua- 
tion committees can hold their own. Incidentally, there are already quite a 
few plants where evaluations are graded by secret ballot. 





V. A. KOSTAREV: And yet the author is right: in many cases there is too much 
bureacracy in the way evaluations are conducted. Very often character referen- 
ces, which should be documents of prime importance in evaluating potential can- 
didates, are no more than formalities. At one enterprise we once carried out 
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the following experiment. We took 20 character references of managerial person- 
nel well known to the party committee and carefully pasted over all biographical 
data. We then offered people to read the references and determine whom they 
referred to. Not a single person could be named, because the references con- 
sisted of nothing but generalities. In none of them was there a trace of any 


human individuality. 


The author raises the question of project contests. This form has been employed 
in some places in Novosibirsk. True, the candidates submit treatises rather 
than projects, but this doesn't change the essence of the matter. Their role 
should be enhanced: they can help not only to reveal people capable of occup- 
ying managerial positions in future, but also give specialists an opportunity 

to raise their level, and enterprises to establish something }ike brain trusts 


which could elaborate certain problems. 


V. I. ALEKHIN: I fully agree with you, Vladimir Aleksandrovich, that in some 
cases character references are formalities. In this respect some party bodies 
are not without sin, too. A character reference is, after all, a basis for 
evaluating the business qualities of specialists. 


A. A. ZHDANOV: The author of the articleproceeds from the conviction that there 
is a large pool of candidates for managerial positions and the only thing is 

to useproject contests to choose from among the best. A project can reveal a 
specialist's competence in a certain field. But to head a collective, a mana- 
ger must possess a number of other qualities, such as the ability to work with 
people, political maturity, etc. His readiness for managerial activity must 

be diversified. It is my firm conviction that a good manager must go through 


a school of party work. 


Unfortunately, the opportunities for selection in appointing managerial personnel 
are indeed restricted. The situation described by Gennadiy Aleksandrovich Pi- 
menov can be found at our as well as many other enterprises. We are also going , 
through a rapid process of rejuvenation of shop-level managerial personnel. 
Managers, starting from brigade leaders and ending with shop superintendents, 
who during the war had been at the cradle of our factory and set it up in 
Novosibirsk, are retiring on pension. 


ee rr er ee 


There is no big rush of young people to metallurgy. The work is hard, running 
a continuous schedule with a sliding holiday schedule. Only some 40 percent 

of the specialists coming after graduation from college stay on. For that rea- 
son our problem is more of creating a pool of candidates rather than of selecting 


the most deserving ones. 


F. F. SHEVELEV: Nevertheless, the idea of projects and treatises should be con- 
sidered. The question is, what topics should they cover. In our industry there 
is an advanced training institute. When, say,a chief engineer of a factory, 

one of the most likely candidates for the position of director, takes a retrain- 
ing course he must write a treatise. But even in such a situation, after 
studying several months full-time, and knowing his enterprise, he takes some 
narrow, specific topic as the theme of his treatise. No one is likely to take 
such a topic as the strategy of a factory as a whole, especially when writing 
the treatise or preparing the project while remaining on the job. 
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I. I. INDINOK: In my view, the author is wrong in demanding that every manager 
should be a strategist. The strategy is developed by the industry. The direc- 
tor's task is dealing with the tactical methods of carrying out the assigned 


tasks. 


Of course, it's great if a director is aiso a strategist. I know of a new di- 
rector who came to an enterprise, studied -he situation and declared, “Either 

I carry out my own strategy or you do without me." Efforts were made to break 
him in, but he proved stubborn. Luckily, the chief of the all-union industrial 
association displayed wisdom and supported the director over the objections of 


subordinates. 


V. A. KREMLEV: The first manager of an enterprise must possess a strategic mind. 
especially if he heads a large enterprise or production association. He should 
possess both clearness of purpose and the ability to perceive the main line. 
Even if he is currently in many ways restricted by indices, he must be capable 
of considering not only immediate effects, but also the long-term economic po- 


licies of his enterprise. 


An example of such a manager is Sergey Ivanovich Nikiforov, director of the 
Novosibirsk Chemical Pharmaceutical Plant. He has a truly strategic approach 
to business,and he sees not only the current 5-year plan but for many years 


ahead. 


I was present when the plant's party and production aktiv was discussing the 
tasks for the llth 5-Year Plan. In his analysis, S. I. Nikiforov said, "We 

can solve the tasks of these five years with the current level of production, 
but during 1981-1985 we must rise to a higher organizational and technical le- 
vel, otherwise we won't be ready for the 12th 5-Year Plan." He accordingly pre- 
sented an action program as he saw it, defining the strategy of resolving up- 


coming problems. 


V. A. BULAYEV: Managers with a strategic outlook are not born. Experienced 
party functionaries know that it takes years to rear a good manager. He'll 

get his bumps and bruises and go through ups and downs before he reaches matu- 
rity. The suggestions of the author of "Feedback" reduce mainly to better de- 
termining the competence level of managers. It has been mentioned here that, 
more often than not,claims relate to other managerial qualities. It is iu the 
evaluation of these qualities that mistakes are more likely. Some fail the 

test of power, become haughty and demand unquestioning subordination even when 
they are wrong. Some give vent to rudeness and even vulgarity in dealing with 
people. Some begin to imagine that they they can get away with anything. They 
begin to abuse their position for personal gain, act in direct violation of state 
discipline, and end up making fictitious entries in reports. This goes to show 
that choosing the right manager isn't all. The main thing is to train him right. 


V. A. KREMLEV: A talented musician is trained from childhood. There's a school 


in Moscow where they even bring kids from the BAM [zone] to educate them 

as real musicians. A manager's life is in all respects much more difficult: 

he must have a special bent of character, an ability to see the perspective 
and make the collective follow him. Such a person should be looked for, if not 
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from childhood, at least in college. If his organizational capabilities were 
not discovered in college they may not reveal themselves for a long time to 
come. 


Suppose a graduate was assigned to a design institute rather than a plant. He 
has no special inclinations for designing. But his organizational abilities 
were spotted only when he became the chief engineer of a project, because he 
ably coordinated the work of designers from different departments on the proj- 
ect, of the customer and the subcontractor. But he's already pushing 40, or 
more.... If his managerial capabilites had been discovered earlier we would 
have had a talented manager who by forty would have been giving much more to 
the economy. 


For this reason I believe that the suggestion of the author of the article 
regarding project contests is a good one. A project or treatise can help a 
specialist reveal his abilities for strategic thinking, his ability to take 

a comprehensive, all-round view of organizational problems and the ways of 
resolving them. The earlier we reveal a specialist's talents and interest in 
problems of management the greater the chance of training him to become a good 
manager. 


"TEACHER, GROOM YOUR DISCIPLE!" 


EKO: There is a whole school of managers who try to surround themselves with 
capable people who are in some areas even more qualified. Take, for example, 
the galaxy of fine managers who grew up at the Volzhskiy Automobile Plant [VAZ]. 
When its general director V. I. Polyakov left the plant to become Minister of 
the Automobile Industry, the plant wasn't orphaned. The general director had 

so many talented helpers that any one of five or six candidates could have been 
chosen. And VAZ is continuing to operate as well and confidently as it had 
under Polyakov. 


But there is another style of management. When a director under whom the plant 
prospered leaves it suddenly turns out that there's no one to take his place. 
The enterprise starts going downhill, stops fulfilling the plan and has great 
difficulties in organizing production. 


ee er ee ee ~ 


Unfortunately, such a managerial situation is not all that rare, not only in 
industry but in other branches of human activity as well. Some managers are 
concerned with succession, they select deserving candidates, and when they are 
promoted or transferred to wherever their talents are more needed, or if, unfor- 
tunately, they pass away, those who step into their shoes carry on without losing 


momentum. 


Sometimes 2 manager is considered to be good, he is praised, but when put to 

the test everything turns out to be much more involved. He jealously protected 
his own authority and preferred to keep promising people with the same qualifi- 
cations at a distance. When such a manager leaves things begin to disintegrate. 
It is even worse when it turns out that all the manager's achievements were 
sham, a superficial appearance of all being well. Such cases also happen. 
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A. V. MASLOV: Yes, there are such managers who are in no hurry to find succes- 
sors for themselves. From our own experience we have come to the conclusion 
that the party organizations can help change such a situation for the better. 


EKO: You have developed a system? 


A. V. MASLOV: We have developed a system of selecting, training and placing 
personnel which is oriented on enhancing the role of the primary party organi- 
zations of shops, sections and services. Many young specialists have no desire 
to work in management only because they see no prospects. Promotion of per- 
sonnel should follow a chain from the first managerial position to subsequent 
ones. The primary party organizations, together with the managers of shops and 
services, build up their pool of managerial personnel for promotion. The plant's 
pool under the party committee is accumulated with due account for the promotion 
of shop specialists. This incorporates the principle of promotion from the 

first position on a shift or in a section on to the plant level. 


F. F. SHEVELEV: Is it right to raise the question of whom a manager chooses to 
gather around himself? In my opinion, there's no problem if the manager is an 
upright person. We can't develop a system for crooks. A manager concerned 
with his business will try to surround himself with people capable of solving 
their narrow problems, as justly noted, better than he. Then he'll be able to 
work better and the results will be better. The difficulty is in the selection 


of these people. 


We have several hundred engineering and technical personnel at our plant. They 
can all, in principle, be viewed as candidates for managerial positions. But 
how can they be tested? It has been suggested that candidates can fill in 

for people on vacation. But this way only a small portion of the reserve can 
be tested, the most prepared. Imagine a shop superintendent put in the plant 
director's place for a month. He'll be helpless and barely have time to learn 


the ropes. 


V. A. KOSTAREV: There are examples of successful tests of this kind. EKO in 
No 10 for 1980 told of such an experiment at the "Elektrotochpribor" plant in 
Omsk. Avakyan sites this example in his article. I visited Omsk together with 
a group of students of the Novosibirsk Party School, where I teach. We weren't 
sorry. We found the work with promotion reserves at the "Elektrotochpribor"’ 
very interesting. True, the use of stand-in managerial personnel in place of 
the staff people for one week is more like a business game. But it is, never- 
theless, a rather bold and original attempt to evaluate the reserve. 


I. I. INDINOK: I am in full agreement with Yu. Sovtsov, author of the article, 
“Encounters On the Career Ladder." He writes, "He who is seriously concerned 
with his collective, who reflects on the future, cannot at some point wonder 
who will take the helm of production tomorrow." 


And yet there are pleny of enterprises where people from the reserve pool are 
not promoted. There is such a problem: as soon as a manager hears that there's 
a candidate for his position he tries to get rid of him. I have seen a shop 
superintendent get rid of three people from the pool, one after another. 
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He continued in that shop for another two years and then went on to become a 
good superintendent in another shop. The problem is rather difficult, but it 
is linked with human psychology. Not everyone can accept the presence of a 
person viewed as his potential successor with equanimity. 


Incidentally, it is also possible to teach with the help of other enterprises. 
The industry approves a new plant director. Why not, before he takes the posi- 
tion, send him to the best enterprise to work for a while alongside a good di- 
rector and have a look how a normal psychological climate is developed and main- 
tained among the collective, how an experienced director deals with economic 

ind production problems? As it is, a manager spends many years gaining exper- 
ience through trial and error, and only several years later he is sent to an 
advanced training institute. 


V. A. BULAYEV: Due to formalism in working with reserve personnel, we are some- 
times incapable of evaluating their potential capabilities. A person is promoted 
with the justification, "he was a good shop superintendent and a good deputy 
director. Therefore, he'll also be a good director. But when he is placed in 

a top managerial position he is unable to cope. It had seemed he had matured 

as a manager, but then it turns out that he isn't ready for such a level of 
independent decision-making and such a level of responsibility. In this respect, 
trainee positions, if well thought out, could be very useful. This would mean 
testing a candidate's business qualities in practice. It would significantly 
complement evaluation and contests of treatises or projects. 


A. A. ZHDANOV: We need more publications and more studies on methods of work 
with personnel, on the style and experience of work of the best managers. 


V. A. KREMLEV: The question of who surrounds a manager is a legitimate one. 

Whom does a manager see as his future successors? Whom does he pin hopes on? 
{| How does he work with people? This can affect both the immediate and more dis- 
tant future of the enterprise. Does he intended to pass on his experience? Does} 
he have something to pass on? These are very serious and important questions. , 
As the ancients used to say, "Teacher, groom your disciple!" The level of this | 
work at the enterprise in many ways depends on the director's attitude towards , 
the selection and training of personnel. 


WANTED: SPECIALISTS FOR PERSONNEL SERVICES 


I. I. INDINOK: Work with the reserve and the promotion of a personnel policy 

at an enterprise depends in many ways on thepersonnel services. But how are 
they set up, and are they capable of solving major problems? Educational es- 
tablishments do not train managers of personnel services. Usually it is an ex- 
perienced specialist, a vetaran of the plant who is appointed deputy director 
for personnel. He is a person of worldly experience, perhaps he used to be a 
good shop superintendent, administration chief, or even a public official with 

a background of many years in elective office. He is worn down, tired, has some 
health problems and finds it difficult to cope with daily chores and responsibi- 
lities. So he's transferred to personnel. But he soon finds that he has more 
daily chores and stresses than in his old position, because the problem of man- 
power reserves has become more acute, because the shop superintendents keep cla- 
moring for machine operators and repairmen, while the director shunts them all 


to him.... 
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His assistants--the chief of personnel and inspectors--also have no specialized 
training. There's no time to teach them and set their sights on the long-term 
perspective: they hardly have the time to prepare the hiring and dismissal do- 
cuments. They have no time to study people's business qualities, and besides, 


few of them are capable of doing this. 


A. A. DEMENTYEVA: I fully agree with you. A personnel manager should be first 
and foremost a psychologist. He must know people well. But where are we to 
look for such people? It's no use submitting requests for personnel experts 
to the universities and colleges. They don't train them. Incidentally, select- 
ing reserve candidates for the position of chief of personnel is harder than 


for all other positions. 


V. A. KREMLEV: That is so. Many of the people in the personnel services do 
purely technical work, without going into the essence of the case. Sometimes 
we ask the personnel people to comment on the person we plan to promote. They 
bring their forms and character testimonials. All the papers are fine. But 
when we start asking how the person communicates with others, whether he could 
manage a collective of three or three hundred people, whether he is tactful with 
people, can be relied upon to get work done or possesses initiative, we often 


get no answer. 


CG. I. KVASHNIN: I've been working as deputy director of an association for per- 
sonnel for four years. I am an electrical engineer by educat:on. I wouldn't 

say that I don't understand personnel problems, but there really is no time to 
deal with them effectively, because I am also responsible for social and per- 
sonal services. I think that most deputy directors are endowed with such sweep- 
ing functions: they are either for personnel and personal services or for social 
and personnel problems. My concerns include dormitories, Young Pioneer camps, 
children's day centers, vocational training, maintenance of housing and public 
services premises, etc. Actually no more than 5 or 10 percent of the time is 


left for personnel work. 


And also, our industry isn’t entitled to anything. If funds have to be cut, 
where do they begin? With the light industry. Given such an approach, it's 
very hard to resolve social problems. I don't know who called the industry 
light. Working in it is very hard, Currently we are being given more atten- 
tion. We will probably have greater opportunities in resolving social problems. 
As for the strengthening of personnel services, what is needed is specialized, 
in-depth training of people working with personnei. This is a very complex 
task, more complex than many technical problems. 


IS "FEEDBACK" EFFECTIVE? 


EKO: The author of the article is concerned with the criteria used to evaluate 
a manager's work, the "feedback" that can be used to judge the effectiveness of 
methods of working with personnel. Is it adequate, and what are the tools at 
its disposal? Are more precise evaluation criteria needed? 
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V. A. KOSTAREV: We don't do enough to study the forms and methods of work of 
the people appointed to managerial positions, Sometimes it's like a launch 
into orbit: Fly on there! Neither the party bureau nor the party meeting 
discuss the question of the style of management. Or rather, they discuss it 
when the manager has already crash-landed. The concluding part of the system 
of personnel placement and promotion is inadequate at many enterprises. But 
at the same time the expert committees or expert consultant firms suggested 
in the article seem highly debatable. Just another controlling agency with 


a vague status. 


Expert evaluation can really be offered only by a territorial party body with 
the help of scientific opinion. This would be a very substantial aspect of 
feedback. In our city there are great opportunities for involving scientific 
forces in the evaluation of the level of management at enterprises. But open 
contests for managers in the same framework that exists for science workers 
are hardly acceptable.... 


I. I. INDINOK: "Feedback" should be promoted and a manager should be evaluated 
in terms of plan fulfillment and the moral and psychological climate within the 
collective. I can see no other output signals. Should a director go don to 
a shop and prove he's a democrat by slapping a worker on the back and calling 
him by name? There are managers who really know all the good workers and talk 
considerately with shop personnel to get an understanding of their needs. But 
there are also those who care only for superficial impressions while in fact 
they are Geeply indifferent to the life of the shops. When people come to such 
a manager with difficult questions, setting great hopes in his democratic atti- 
tudes, he usually can't even conceal his irritation. The welcoming smile van- 


ishes and his voice changes. 


The plan is the law of production. Its implementation is a sufficiently strong 
output signal which can be used to judge of the results of a director's decisions. 


I didn't understand the author's proposal regarding committees. Is a committee 
supposed to come to a director ® seeif the plan is sufficiently intense, whether 
the right targets have been selected? Such a committee would need specialists 
that understand the business better than the director. After all, if it's felt 
that the director "fooled" the industry, it should be even easier for him to 


fool others.... 


As for the force of inertia, it should be sought in other places. The industry 
and the party bodies have long since decided that this manager should be replaced, 
but they keep putting it off. By force of inertia. They say the director has 
just a year before retirement. Or he's being spared because of his health. Con- 
cern for one person leads us to forget about thousands.... 


There is one more problem I encountered during my work in the rayon party comm- 
ittee. We spend much time on minor concerns because of the lack of authority 

of our managerial personnel. We have to deal with heat supply and with construc- 
tion. The heat is switched off, and people keep calling the raykom, because 

it's impossible to settle the question with the heat supply system. There's 

a delay in concrete deliveries to a construction project, and people again appeal 
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to the raykom. We have to see what's wrong and help them out. Instead of going 
out to see how managers we helped to promote are working, we spend much time 


patching up holes. 


V. A. KREMLEV: But here we are occasionally rectifying our own mistakes. Party 
functionaries are forced to tackle business problems because in some cases the 
people authorized to do this are not up to the standards expected of business 
executives. Mistakes in promotion happen. There is no denying this. A person 

is promoted without due evaluation of all his qualities: knowledge, managerial 
skills and ability. As a result we subsequently have to do things that the manager 


was supposed to be doing. 


The worst thing is a manager with no initiative. Such a person keeps running 
back for help and advice for the slightest reason. In effect he is irresponsible 
and seeks to hide behind someone else's back. 


The question of raising responsibility for assigned tasks was emphasized at 
the 26th party congress and in Leonid Ilyich Brezhnev's speech at the November 
198i plenum of the CPSU Central Committee. It follows that the " feedback" 
should be more effective and responsive. 


A. V. MASLOV: Sociological studies of a manager's activity can be used as "feed- 
back." We carried out quite a few with the help of the Institute of Economics 
and Organization of Industrial Production of the Siberian Branch of the USSR 
Academy of Sciences. This helped us t. evaluate the strong and weak points of 
managerial personnel. But the main evaluation is, of course, the result of 
production activity, the level of labor discipline and other indicators of work 


with the collective. 


V. A. BULAYEV: Many forms of feedback were mentioned here, and they all deserve 
attention. The fulfillment of economic and social tasks and assessment of 

a manager's personal qualities by means of polls and sociological studies are 
also important. But the main priority is the constant attention of party bodies t°- 
wards newly appointed managers. Without this we cannot avoid mistakes and mis- 
calculations. We promote a manager. He seems to be a good organizer and has 
initiative. But then he turns out to be a "jolly good fellow" who neither knows 
how, nor wants, to count government money. Today, when questions of economy 

and thrift are coming to the fore, such a leader must be constantly monitored. 
If the party bodies and ministry do not help him change his methods of running 
the enterprise he may be lost as a manager and the plant will be placed in a 


difficult situation. 


EKO: We thank all the contributers to the discussion. You have raised many 
interesting questions. But the main thing is the training and education of 
personnel. Colleges, universities and the advanced training institutes of the 
industries have far from exhausted all their opportunities for improving the 
preparation of specialists for managerial activity. Work with reserve personnel 
is also lacking in content. The remark addressed to the press is also legitimate. 
it is indeed necessary to sum up and analyze the experience in training personnel 
and the style and methods of work of the best managers. 
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Another very important question is the criteria for evaluating the work of mana- 
gers and feedback. In the first place, what is needed is evaluations, not of 
words, but of deeds, and not just of formal fulfillment of plans. Moreover, 

the evaluations should cover not only plan indices, but also relations with the 
collective, concern for personnel, and technical progress. It is also necessary 
to view things in motion, spanning a certain period, so as to see the trends 

of development and make comparisons with the best similar enterprises, in short, 
to evaluate according to achievements in the broadest sense of the word. 


COPYRIGHT: Izdatel’stvo "Nauka", "Ekonomika i organizatsiya promyshlennogo 
proizvodstva", 1982 
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ECONOMIC, POLITICAL ASPECTS OF WORLD FOOD PROBLEMS DISCUSSED 


Novosibirsk EKO: EKONOMIKA i ORGANIZATSIYA PROMYSHLENNOGO PROIZVODSTVA in 
Russian No 9, Sep 92 (signed to press 27 July 1982) pp 157-173 





[Article by G. N. Prokhorova, candidate of economic sciences, Institute of 
World Economy and International Relations, USSR Academy of Sciences, Moscow: 
"Food--a Vital Problem of Mankind"] 


[Text] The past decade was marked by the deepest upheavals in the capitalist 
world in the whole postwar period. The protracted economic crises and an unu- 
sual aggravation of the ecological, demographic, and food problems have had a 
decisive impact on all spheres of life in capitalist society. One of the most 
acute and urgent problems of our time is that of satisfying the continuously 
growing needs of the population for food. It is paradoxical that in an age of 
scientific and technological progress and the highest development of the produc- 
tive forces and economies of the leading countries, it is estimated that about 
one billion people eke out a starvation subsistance and 30 to 40 million (in- 
cluding some 17 million children) die every year of starvation. Today about 
one-quarter of the population of the developing countries of Asia, Africa and 
Latin America, and 3 percent of the population of the industrially developed 
countries, are suffering from hunger. "History knows cases of greater food 
shortages in some countries," it was noted at the World Food Conference in 1974, 
"however never had such a critical food situation had such a global character." 


The food problem in the capitalist countries has a number of features striking 
in their contrasts. 


Firstly, hunger has stricken the capitalist world at a time wren the total calo- 
rific and protein content of the food produced in the world is double the re- 
quired minimum per-capita consumption. Thus, according to data supplied by 
UNICEF, an international crganization under the United Nations, to meet nutrition 
requirements it is necessary to produce 2,354 calories per person per day, which 
is equivalent to about 600 grams of grain. Over the last few years,an average 

1.3 billion tons of grain ¥® sold on the world markets every year. This is enough 
to provide the needed number of calories for more than five billion people. It 
should be remembered that the figure does not include food produced and consumed 
in all countries which does not reach foreign markets. 
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Secondly, the current food crisis is expanding in conditions of an absolute growth 
in food production. In the 60's, the gross food output in the world increased 

by an average annual 2.7 percent; in the 70's it was 2.4 percent, and in the 80's, 
according to FAO data, 2.5 percent ("Byulleten’ inostrannoy kommercheskoy infor- 
matsii” [Bulletin of Foreign Commercial Information], 10 Dec 81), whereas the 
population increased by about 1.9 percent per year. 


Thirdly and lastly, as the food problem grows more acute so do differences bet- 
ween countries in food supplies and reserves. At present only seven countries 
of the capitalist world are capable of producing more food than their domestic 
demand. Some 75 countries meet their food requirements out of their own produc- 
tion by 75-80 percent. More than 50 countries of Asia, Africa and Latin America 
(approximately one-third of the world’s population) meet their food requirements 


by 50 to 60 percent. 
AGAINST A BACKGROUND OF AFFLUENCE 


Two glaring poles stand out in the conditions of absolute growth of food produc- 
tion in the capitalist world. There is almost no shortage of food in the devel- 
oped countries, and hunger and undernourishment is the lot of only the poorest 
sections of the population. In the developing countries there is a stable shor- 
tage of food r-r capita, and population growth is running ahead of the growth in 
food production. Thus, over 25 years (1950-1975) an average annual increase in 
food production by 2.5 percent was matched by a 3-percent per annum increase in 
demand due to population growth. This has led to a regular increase in the shor- 
tage of food, in particular grain, by 4,000,000 tons per year: from 20,000,000 
tons in 1960 it increased to 80,000,000 tons in 1979. If radical measures are 
not found and taken within the next few years, experts of the World Food Organ- 
ization (FAO) predict that the current situation will grow substantially more 
acute by the year 2000, when the earth's population will exceed six billion, 
almost 90 percent of whom will be living in countries of Asia, Africa and Latin | 
America. Underproduction and resultant food shortages in the developing coun- | 
tries is the fundamental characteristic feature of the food crises of the 70's. 


Bourgeois economics and the propaganda media reduce its causes mainly to purely 
superficial aspects: the population of the developing countries is growing featet 
than food production. Numerous books and articles have appeared on "The Great | 
Hunger," "The Demographic Explosion," and inadequacy of natural resources in 

the developing countries. They fail to analyze the socio-economic and political 
aspects of life in capitalist society. The class orientation and ideological 
connotations of such theoretical studies are obvious. On the one hand, they 

are an undisguised attempt to lay the blame for the aggravating food problem on 
the developing countries, since their population is increasing at a rate 2 to 2.5 
times that of the developing countries. This provides a whitewash for the im- 
perialist countries, which are absolved of the historic responsibility for the 
economic backwardness of most recently liberated nations of Asia, Africa and 
Latin America. On the other hand, this is an attempt to in some measure divert 
public attention from the truly pressing socio-economic changes and restructuring 
of existing relations between differenc groups of countries in the capitalist 


world. 


——- - - 
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The true causes of the current food crisis should be sought first and foremost 
in the very nature of the capitalist mode of production, in the nature of rela- 
tions within the capitalist economic system. 


Despite the overall growth of economic development and th* higher share of the 
developing countries in the industrial output of the capitalist world, over the 
past decade the increase in the total volume of farm production in the liberated 
countries never (!) reached the annual level of 4 percent, which FAO experts 
estimate as necessary to assure adequate food supplies for the continuously grow- 
ing population. On the contrary, in the developing countries not belonging to 
the organization of petroleum exporting countries (OPEC), agricultural output 

is stagnating, and in some it has even declined, per capita, by 2 to 3 percent. 
The only way out of the situation is, according to FAO estimates, an annual in- 
crease in grain production of at least 3.3 percent in the developing countries. 
Actually, throughout the 70's this index did not exceed 2.5 percent, and in some 
countries was one to 1.2 percent. As a consequence, in the past decade self- 
sufticiency of the developing countries as a whole in grain declined from 95 

to 93 percent, and in Africa the decline has been from 94 to 86 percent. 


THE CAUSES 


There are many causes of the sharp aggravation of the food situation. One of 
the main ones is the backwardness of agriculture in the developing countries 
and the continuously growing gap between the overall level of development of 
industry and agriculture. Industrialization and the technical retooling of the 
economy is justly regarded as a prime means of achieving economic independence 
and restructuring world economic relations on an equitable and democratic basis. 
Howeyer, the national programs of most developing countries give priority atten- 
tion to industry and those branches of the economy whose output can be exported. 
On the one hand this is understanably linked with the need to obtain hard cur- 
rency to pay back debts and buy needed machinery, equipment and other commodi- 
ties from the developed countries. On the other hand, as a consequence of such 
policies the rates of industrial growth in the developing countries have over 
the past 20 years been double and triple the rates of growth in agriculture and 
its technological re-equipment. 


A typical example is the situation in Nigeria. Ever since large reserves of oil 
were discovered preference has been given to expanding its production. Whereas 
in the 60's Nigeria exported farm produce, since 1970 che has been buying these 
goods on the world market. Food imports increased 8-fold by 1976. Experts con- 
sider that if the grain shortage may reach 24,000,000 tons in Africa by 1990, 
two-thirds of that will fall to Nigeria. 


The African continent is the only area of the globe where imports of tractors 
declined while the average annual increase of food in the 70's, which was 1.3 
percent, was almost half of what it was in 1960-1970. Moreover, at present 
some 230,000,000 hectares of land are under cultivation, which is approximately 


one-half the arable land. 


Insufficient investments of capital into agricultural development in the countries 
of Asia, Africa and Latin America has led to the absence of the needed numbers 
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of grain elevators, warehouses, refrigeration plants, modern machinery and 
equipment for processing agricultural raw materials. This, in turn, causes 
considerable losses during transportation, storage and production of foodstuffs. 
Average annual losses during harvesting in the developing countries amount 

to 10 percent, while in Africa they are as high as 30 to 40 percent. If they 
could be at least cut in half by 1985, it is estimated that grain imports could 
also be reduced by 50 percent. 


UNFULFILLED HOPES 





The problem of providing for the growing population of the countries of Asia, 
Africa and Latin America can be resolved by raising the productivity of agri- 
culture. In this connection great hopes were placed in the so-called "green 
revolution" which developed in the mid 60's in the tropical and subtropical zones. 
Hundreds of thousands of specialists in many countries put a great deal of effort 
into the utilization of new high-yield hybrid varieties of grain crops, more 
intensive use of fertilizers, herbicides and pesticides, and the expansion of 
irrigation systems. In some places this helped, at least temporarily, to ease 
food problems. 


But the expected results were not fully achieved owing to difficulties of a socio- 
economic nature. Firstly, cultivation of highly productive crops requires, in 

most developing countries, the rapid transition from archaic to modern methods 

of agriculture based on an advanced scientific and technical foundation. Secondly, 
the absence of needed fiscal resources makes it impossible, in conditions of 
inflation and rising prices on the world markets, to acquire the needed quan- 
tities of fertilizers, herbicides and pesticides and highly efficient machinery, 

to carry out land improvement and other work, or to create a modern infrastruc- 
ture for the agrarian sector. 


And since the developing countries are incapable of doing all this at the pre- 
sent stage, paradoxical as it may seem, the "green revolution” does not solve 

the food problem, and in some cases even aggravates it. The use of intensive 
crops without corresponding material and technical support leads to rapid exhaus- 
tion of soil fertility, soil destruction and, ultimately, the reduction of food 
supply and declining overall growth rates in agriculture. More, in the absence 
of a developed agricultural base, the extensive introduction of highly productive 
crops is fraught with serious, irreversible ecological consequences. Without 
radical change and a general frise in the technological and scientific standards 
of agriculture the developing countries cannot make use of the opportunities 
inherent in the “green revolution." 


NOTHING TO PAY WITH 


The widening gap between the countries of Asia, Africa and Latin America in the 
volume of effective demand for food on the world market is having a substantial 
impact on the situation in the developing countries as a whole and on the aggra- 
vation of the food problem in most of them. This is in the first place linked 
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with the emergence of the group of oil produciag countries which are members 
of OPEC* and their agricultural policies. 


Over the last decade prices have increased on virtually all world commodity mar- 
kets, though to varying degrees. The increase has been highest for oil, prices 
for which have grown almost 10-fold since 1970. It would seem that such a rapid 
improvement of the financial! situation of the OPEC countries (in 1981 their in- 
comes totalled some 300 billion dollars) could serve as a base for the develop- 
ment of their own agriculture and supplying their populations with the necessary 
amount of focd. This, however, @id not happen. On the contrary, the Arab coun- 
tries, which in the recent past had beer self-sufficient in food, have become 
major importers and are constantly increasine purchases. 





Despite the availability of funds and potential opportunities, the priority of 
the oil industry has led to stagnation and even decline in agriculture: the 
OPEC countries cultivate only 4 percent of their land, with crop yields only 
2/Sths the world average. At the same time, the rate of population growth in 
the OPEC countries is 2.5 to 3.5 percent higher than for the developing countries 


as a whole, 


In the view of FAO experts, these countries could basically meet their food re- 
quirements if they invested adequately in agriculture. The money is there. 

But instead, the OPEC countries keep increasing food imports, keep their extra 
money in major Western bank accounts, and invest in industry in the leading ca- 
pitalist countries to gain additional profit. This, naturally enougn, affects 
the position of other developing countries which lack oil reserves. They must 
not only look for hard currency in conditions of growing prices (world prices 

of wheat, for example, have tripled since i970), but also fight a losing battle 
against the effective demand of the oil producing countries on the world markets. 


At the root of the current situation lie political, economic and social factors, 
which have caused the economic and technological backwardness of certain coun- 
tries and regions, their position in the world capitalist economy, and the grow- 
ing gap between them in respect of resource potentials, currency inflow, and 
effective demand on the world markets. The fact that these problems have been 
incorporated in the "UN Program For the Second Decade of Development" and that 
the question of "food security" has been placed on the agenda of special UN 
sessions on economic issues, indicate an awarness of their importance. 


Another fact is also becoming more and more apparent: most of the countries 
suffering from food shortages are in Asia, Africa and Latin America. The over- 
whelming majority °f them have lopsided agrarian-raw materials economies, which 
supply one or two types of raw materials on the world market, the proceeds from 
which account for virtually all their inflow of hard currency. Price fluctuations 





*OPEC, the organization of petroleum exporting countries, which was founded in 
1960, includes the following members: Abu-Dhabi, Algeria, Venezuela, Gabon, 
Indenesia, Iraq, Iran, Qatar, Kuwait, Libya, Nigeria, Saudi Arabia, and Equador. 
In 1981 their incomes totalled approximately 300 billion dollars. 
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on the capitalist market and, most important, the "price scissors"--the differ- 
ence between prices of raw materials, food and industrial goods, especially in 

predominantly inflationary conditions--have resulted in a steady decline of the 
real incomes of the liberated countries. They are incapable of purchasing the 

needed quantities of industrial goods, food or oil. 





According to FAO data, while the export proceeds of the developed capitalist 
countries increased hy more than 17 percent in 1979, the export proceeds of the 
developing countries increased by only 8.6 percent, while at the same time their 
purchasing ability for imported goods declined 6 percent from the previous year. 
In physical terms this means that 10 years ago a country exporting one ton of 
tea earned enough to import 17 tons of fertilizer, while today it could import 
only 8 tons. Whereas in i975 a ton of cocoa was equivalent. in price to 147.7 
barrels of oil, towards the end of the 70's the proceeds from that same ton of 
cocoa could pay for only /1.5 barrels. If in 1977 the sale of 20 tons of sugar 
on the external market could buy a tractor, in 1980 the "price" of that same 
tractor was already 80 tons. Obviously, given these relationships, the develop- 
ing countries are unable to import needed industrial goods for expanding their 
economies, including agriculture, to say nothing of food, the shortage of which 


is perennial. 
FOR FODDER INSTEAD OF FOOD 


The inability of developing countries to pay for imports and the distribution 
system on the capitalist market have in many ways contributed to a situation 

in which developed capitalist countries, confronted with the problem of over- 
production of foodstuffs annually use at the very least 400,000,000 tons of 
grain for animal fodder in place of other possible types of feed. This grain 
contains some 40,000,000 tons of protein and 1,400,000 billion calories, 3/4 

of which is wasted. This is 30 to 60 times more than the total annual volume 
of food aid to developing countries, which ranges from 5 to 10 million tons of grain. 
As noted in a report by UNICEF (the UN Children's Fund), "The fact that the 
problem of undernourishment cquld be resolved if only 2 percent of the world 
grain production--much less than is currently being fed to livestock in the 
Northern Hemisphere--was made available to those who need that grain most, goes 
to show that the problem is nat of too many mouths and too little food." 


There is also another side to the coin: the export by developing countries of 
food products designated for livestock in the developed capitalist countries 
(peanuts, soybeans, cassava, etc.), which in large measure contributes to the 
shortage of food in Africa, Asia and Latin America. Thus, Africa, the continent 
suffering most from hunger, continues to supply West-European animal husbandry 
with calory- and protein-rich derivatives from groundnuts, a food used directly 
by man. The most striking example of this occurred at the height of the Sahel 
drought, when eight of the countries hit worst (Mali, Ethiopia, Upper Volta, 
Mauritania, Niger, Senegal, Sudan and Chad) exported two or three times more 

of their own produce than they imported or received as aid. In this connection 
the relevance of ”. I. Lenin's words is especially apparent: "Whichever way 
one turns, at every step one finds problems which mankind is quite capable of 


resolving at once. Capitalism prevents this."* 





*V. I. Lenin, "Polnoye sobraniye sochineniy" [Complete Works], Vol 24, p 17. 
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Many developing countries suffering from chronic food shortages depend on the 
industrially developed capitalist countries for supplies, and the scale of this 
dependence is increasing. According to the World Food Council, the developing 
countries are increasing grain imports from year to year: from 50,000,000 tons 
in 1976, their imports increased to 71,000,000 tons in 1978, and will apparently 


reach 100,000,000 tons in the next few years. 


Growing food imports, in turn, create additional difficulties for the industrial 
development of the liberated countries. They are forced to spend hard-to-get 
hard currency for food instead of equipment and machinery. This increasingly 
compels them to seek loans. The total debt is increasing (329 billion dollars 
in 1979, 452 billion dollars in 1980, and approximately 520 billion dollars in 
1981). Naturally, the dependence of the developing countries on the industrial- 
ly developed capitalist countries is increasing. All of this has a considerable 
impact on political and economic relations between the two groups of countries 


of the capitalist system. 


FOOD AS A WEAPON 


The developed capitalist countries, with the exception of Japan, have attained 
a high degree of self-sufficiency in food (with the exception of products of 
tropical agriculture). This in many ways determines their positions and atti- 
tudes towards the food problem in the developing countries. 


The transformation of Asian, African and Latin American countries into import- 
ers of food has placed them in almost complete dependence on the grain production 
of North America, which contributes 20 percent of the world production and 80 


percent of the world trade in grain. 


The role of the United States as a leading exporter of food products, farm ma- 
chinery and technology, and fertilizers, gives the ruling circles of that coun- 
try the opportunity to regard their deliveries of food as a so-called "food 
weapon," an important means of pressuring and influencing the developing coun- 
tries. As a rule, the United States demands not only payment for food exports 
in hard currency, but also all kinds of concessions in various domains of donm- 
estic and foreign policies of the liberated countries. 


On the whole, the US seeks to promote differentiated policies with respect to 
developing countries, depending upon their orientation, and it takes a dim view 
of extending them medium- or long-term assistance. It offers mainly one-time 
"aid," which under certain conditions can easier be used to achieve its object- 
ives. This was declared with blunt frankness by E. Butz, US Secretary of Agri- 
culture,in the mid 70's: "In the modern world there are only two genuine types 
of power: the power of oil and food. And the power of food is greater than 
the power of oil. That is why food will become our most important means of 
dealing with two-thirds of the population of the globe." 
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TRE SEARCH FOR SOLUTIONS 


The developing countries' approach to the solution of the food problem was most 
fully expressed in addresses of their representatives before the World Food 
Conference in Rome (1974) and the 5th conference in Havana (1979). The com- 
mon line of behaviour of the countries of Asia, Africa and Latin America is: 


Reaching agreement on joint efforts to rectify the food situation; 
Concluding preferential trade agreements within regions and subregions; 


Developing joint food production projects; 


Redirecting a portion of the capacities of the export sector of agriculture in 
the national economies to the production of food for domestic consumption; 





Expanding purchases of means of production for agriculture; 


Creating focd reserves on an individual and collective basis to stabilize supply 
and prices; 


Forming an international agricultural development fund; 


Substantially increasing the volume of required charge-free or preferential aid 
provided by both the developed countries and the UN and other international 


organizations. 


Food aid to the developing countries in the form of food deliveries does not 
contribute to any significant change in the current critical situation. It 
does not increase the food potential of the recipient coumtries or promote 

the development of their agricultures. Its practical effect is only to tempo- 
rarily ease pressures in different parts of the globe, especially in overcoming 
the consequences of natural disasters. If there is no qualitative change 
towards increasing the self-sufficiency of the developing countries in food, 
the need for such aid will continue to rise. If the current gap between popu- 
lation growth and the growth of farm output persists in Asian, African and 
Latin American countries, just maintaining the current level of food supplies 
will by 1985 require giving them some 15 or 16 million tons of grain in grants 
alone, in addition to paid imports. By the end of the 80's, the total shortage 
in grain products in the developing countries may (according to FAO estimates) 
reach 100 to 120 million tons, their import requirements in food products will 
increase more than by 80 percent by 1985, while the export possibilities of the 
main suppliers of food can increase only some 30 percent. 


IS THERE ANY HOPE? 


Do the economic, physical and biological possibilities for satisfying the needs 
of a growing world population in essential food products exist? 


On the basis of recent studies, UNESCO and FAO experts have come to the unani- 
mous conclusion that there are no groundgfor seriously questioning the possibilities 
for meeting the world's requirements. Production of grain alone could be boosted 


to 32 billion tons per year. 
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It is worth remembering that already today the calorfe and protein content of 

the world's total food output is double the required average per-capita consump- 
tion of every person on earth. Total food production in the world could be in- 
creased 5-fold by increasing cultivated lands, expanding irrigation networks in 
arid regions, using high-yield crop varieties, and increasing the technical equip- 
ment and labor efficiency of agriculture, especially in the developing countries. 


At present only 12 percent of the earth's land surface, or 14,000,000 square 
kilometers, is used for agriculture. Cultivated areas couli be increased by 
some 10,000,000 square kilometers (one-half in Latin America and one-quarter 


in Africa). 


Naturally, to carry out such a program the developing countries need substantial 
fiscal reserves. Increasing cultivated areas in the developing countries by 

1.5 to 2 million hectares requires an investment of 30 billion dollars, not 
counting irrigation work, which is in turn estimated at 60 billion dollars. It 
has also been estimated that, to meet the minimal needs of their people by the 
year 2000, the least developed countries (with an annual per-capita income of 

up to 200 dollars) must over the coming 20 years invest not less than 12 billion 
dollars per year in agriculture. It is unlikely that Asian, African and Latin 
Americans could find such sums on their own. This, in turn, reiterates the need 
of giving them help. There is also another question: does the world have the 
resources which could be allocated for resolving this vital problem? 


ARMS SPELL HUNGER 


Yes, there are, and in quantities considerably exceeding those needed for the 
complete and final solution of the food problem: Military expenditures. They 
have reached 500 billion dollars per year, or almost 1.5 billion dollars spent 
every day, not for the good of man, but for building the means of his destruction. 


The Soviet Union's proposals in the UN to reduce the military budgets of the 
permanent members of the Security Council are well-known. Speaking of world 
military expenditures, the possibility of reducing them and using this to help 
the countries of Asia, Africa and Latin America, I would like to draw attention 
to the military expenses of the developing countries themselves. 


Drawn into the unbridled arms raced unleashed by imperialism, the developing 
countries have exceeded the developed nations in the rate of growth of military 
expenditures: over the last 20 years their share in world arms expenses increased 
from 4 to 16 percent. Moreover, current expenses for military preparations in 
Asian, African and Latin American countries total some 60 billion dollars a year, 
which considerably exceeds the sums needed to resolve the food problem, and is 
triple the total volume of aid to them from the developed countries. Even the 
poorest nations, with per-capita incomes under 200 dollars a year, invest as 

much in military expenses as in the development of their agriculture. As a 
consequence countries with starving populations which chronically lack the means 
to combat hunger are unproductively spending sums which could have helped resolve 
the most pressing problems of humanity already in the foreseeable future. 
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Solution of today's food problem affects many spheres of economic and public 
life in the liberated countries, problems of international collaboration and 
the restructuring of international economic relations on an equitable and demo- 
cratic basis. An end to the arms race and partial redistribution of resources, 
combined with the efforts of the developing countries themselves concentrated 
on raising their agrarian sectors and increasing their output of food products, 
can provide the basis for a way out of the current situation. 


COPYRIGHT: Izdatel'stvo "Nauka", "Ekonomika i organizatsiya promyshlennogo 
proizvodstva", 1982 
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LEADING FOOD EXPORTERS IN THE NON-SOCIALIST COUNTRIES 


Novosibirsk EKO: EKONOMIKA I ORGANIZATSIYA PROMYSHLENNOGO PROTZVODSTVA in 
Russian No 9, Sep 82 (signed to press 27 July 1982) pp 176-185 


[Review by T. M. Boyko under heading "Statistical Illustrations] 


[Text] This review presents data on the production of grain, sugar and 
meat in countries which determine the market situation of developed capi- 
talist and developing countries. The sources used in preparing this mat- 
erial were the bulletin of foreign commercial information "Kon'yunktura 
kapitalisticheskogo khozyaystva i osnovnykh tovarnykh rynkov" [Conditions 
of the Capitalist Economy and Principal Markets], Moscow, 1970, 1972, 1975, 
and 1980; "Ekonomicheskoye polozheniye kapitalisticheskikh i razvivayushch- 
ikhsya stran. Obzor za 1980 g. i nachalo 1981 g." [The Economic Situation 
in Capitalist and Developing Countries. Review for 1980 and the Beginning 
of 1981], Moscow, 1981; and the journal of abstracts EKONOMIKA PROMYSHLEN- 
NOSTI [Industrial Economics], Nos 7-9, 1981. The inquisitive reader can 
find more information on the problem in them. 


We hope that the statistical illustrations will supplement G. N. Prokhoro- 
va's article and help gain a better understanding of the food situation in 


non-socialist countries. 
GROWTH RATES OF PER-CAPITA FOOD PRODUCTION IN DIFFERENT REGIONS (AVERAGE ANNUAL 
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PER-CAPITA FOOD PRODUCTION DECLINING 





The FAO Food Council has defined 43 developing countries as being in greatest 
need of accelerated development of food production. They account for 60 percent 
of the population in the developing countries. Whereas in the 60s the annual 
rate of increase in food production in those countries was 2.5 percent, in the 
past decade it declined to 2 percent. This means an actual decline in per-capita 
production of 0.4 percent, and in Africa, in particular, the decline was 1.4 
percent. According to FAO data, as of the end of 1980, the number of countries 
(mainly in Africa) with an acute food shortage had reached 27 (22 in 1979). 


AVAILABILITY OF CULTIVATED LAND 


The availability of cultivated land is declining in all regions of the world, 
except North America. The per-capita availability was (in hectares): 


Mid 60s Mid 70s 
North America 1.05 1.07 
Africa 0.74 0.61 
Latin America 0.50 0.44 
Middle and Near East 0.52 0.43 
Western Europe 0.31 0.27 
South and Southeast Asia 0.30 0.24 


The continued dynamics of this indicator will depend mainly on the population 
growth. Thus, if the 0.8-percent rate of growth of the population in Western 
Europe continutes up to the year 2000, there will be 0.22 hectare of cultivated 
land per person. In South and Southeast Asia, with an annual population growth 
of 2.5 percent, a plot of 0.13 hectare will have to feed each person, or 0.15 


hectare, if the rate of increase is 2 percent. 


REGIONAL DISTRIBUTION OF ALL TYPES OF GRAIN PRODUCTION IN 1980, MILLION TONS 


Developed Capitalist Countries Developing Countries 
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GRAIN YIELDS 


Continued improvement of land fertility accompanied by a reduction in cultivated 
areas is typical for the intensive agriculture of the developed capitalist coun- 
tries. By the end of the 70s yields reached their highest level (quintals per 


hectare): 


Wheat Corn Rice 
Great Britain 51.0 New Zealand 77.5 Japan 62.5 
France 50.6 Italy 65.7 USA 50.5 
West Germany 50.1 USA 63.5 Oceania 54.0 


Average for non-socialist countries: Wheat--18.0, Corn--30.8, Rice--25.9 


CONSUMPTION, EXPORTS AND STOCKS OF WHEAT IN THE PRINCIPAL EXPORTING COUNTRIES, 
MILLION TONS 





USA 











Canada 





EEC Countries 
(mainly France) 

















Australia 
Argentina 
(I)- Consumption [~}- Stocks at _ Exports (excluding 
year's end trade within EEC 


countries) 


TOTAL WHEAT PRODUCTION IN NON~SOCIALIST COUNTRIES WAS 191,000,000 TONS IN 
1970-1971, AND 254,000,000 TONS IN 1979-1980. 
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FEED GRAIN (CORN, BARLEY, SORGHUM, OATS, RYE) PRODUCTION IN NON-SOCIALIST COUN- 
TRIES AS A WHOLE AND IN PRINCIPAL EXPORTING COUNTRIES, MILLION TONS 
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DURING THE PAST DECADE THE SHARE OF THE USA, FRANCE, AND ARGENTINA IN FEED GRAIN 
EXPORTS INCREASED FROM 67 PERCENT (USA--39 PERCENT) TO 83 PERCENT (USA--62 PER- 


CENT). 
CORN BALANCE IN THE USA, ITS LEADING EXPORTER, million tons 
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THE LEADING FEED GRAIN IN THE NON-SOCIALIST COUNTRIES IS CORN: IN 1970-1971 


ITS PRODUCTION WAS 245,000,000 TONS (OR 58 PERCENT), IN 1979-1980 IT WAS 
286,000,000 TONS (OR 60 PERCENT). THE MAIN EXPORTER OF THIS CROP IS THE USA, 
WHICH IN 1979-1980 ACCOUNTED FOR 79 PERCENT OF CORN EXPORTS FROM THE NON-SOCI- 


ALIST COUNTRIES. 
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SUGAR PRODUCTION iN ALL NON-SOCIALIST COUNTRIES AND IN THE PRINCIPAL EXPORTING 
COUNTRIES, IN TERMS OF RAW SUGAR, MILLION TONS 


All Non-Socialist Countries 
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THE SHARE OF THESE FIVE COUNTRIES IN TOTAL SUGAR EXPORTS WAS 40 PERCENT IN 
1960-1961, AND 51 PERCENT IN 1980-1981 (ESTIMATE). 


AT THE END OF THE 70'S THE DEVELOPING COUNTRIES PRODUCED AND CONSUMED MORE SUGAR 
THAN THE DEVELOPED CAPITALIST COUNTRIES. THUS, IN 1979-1980, THE DEVELOPING 
COUNTRIES ACCOUNTED FOR 57 PERCENT OF THE PRODUCTION AND 56 PERCENT OF THE CON- 


SUMPTION OF THIS PRODUCT. 


COMPETITION FOR SUGAR 


World sugar consumption is increasing by approximately 2 percent a year. Speci- 
alists estimate that by 1985 it will reach 100,000,000 tons, 80 percent of the 
increase taking place in the developing countries. There is an upper limit of 
sugar consumption equal to 50 to 60 kilograms per person per year. When per- 
capita consumption of sugar is below 15 kilograms it is mainly used directly, 
when it is above 40 kilograms, it is used mainly in sugar-containing products. 
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Sugar consumption is gradually declining in many industrially developed coun- 
tries as a result of anti-sugar campaigns and the competition of sweeteners 
(saccharose, glucose, fructose, sorbitol, xylitol, saccharine, cyclomate, etc.). 
The greatest . petition with sugar comes from syrups with high fructose content. 
Their consumption is expected to increase during the current decade as follows 
(in thousand tons calculated in terms of raw sugar): 


1980 1990 
Non-socialist countries, average 2,460 5,145 
USA 2,000 3,600 
Japan 340 1,175 
Canada 75 275 


MEAT PRODUCTION IN ALL NON-SOCIALIST COUNTRIES AND IN PRINCIPAL EXPORTING COUN- 
TRIES, MILLION TONS 























































Key: 
1. Estimate 
2. Argentina 
3. France 
4. Australia 
5. Their share in beef exports 
6. Netherlands 
(2)! aprentuna - 29 | 7. Denmark 
(3) opanuma-ie | 8. Their share in vork exports 
(4) . aacTPAnun. s genoa nagging 9. New Zealand 
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Repeat nerol J 
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Estimate Estimate Estimate 
Beef Pork Mutton 


IN 1980, POULTRY MEAT PRODUCTION WAS ESTIMATED AT 20,700,000 TONS, OR 24 PERCENT 
OF TOTAL MEAT PRODUCTION. THE PRINCIPAL EXPORTING COUNTRIES, WHICH ACCOUNTED 
FOR 67 PERCENT OF TOTAL POULTRY EXPORTS, PRODUCED: USA--6,600,000 TONS, 
FRANCE--1,000,000 TONS, NETHERLANDS--400,000 TONS. 
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MEAT AND DAIRY PRODUCTION 


The developed capitalist countries remain the main producers and consumers of 
meat and dairy products, with centers in North America and Western Europe. 

In 1980, each of these regions produced approximately 30,000,000 tons of meat. 
The share of the developing countries is less than 30 percent. The meat farming 
center in the developing world is Latin America, which accounts for 15 percent 
of the total production. By the beginning of the 80s, the developed and develo- 
ping countries had a 6-fold gap in meat output per head of livestock, and a 
5-fold gap in milk yields. 


The share of the countries in the principal types of meat and dairy production 
was (in percentage points of the production in all non-socialist countries): 


Developed Developing 
capitalist countries countries 
Beef 64 36 
Pork 85 15 
Mutton 40 54 
Milk 78 22 
72 28 


Eggs 


COPYRIGHT: Izdatel'stvo "Nauka", "Ekonomika i organizatsiya promyshlennogo 
proizvodstva", 1982 
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HUMOROUS LOOK AT VARIOUS MANAGERIAL STYLES 


Novosibirsk EKO: EKONOMIKA I ORGANIZATSIYA PROMYSHLENNOGO PROIZVODSTVA in 
Russian No 9, Sep 82 (signed to press 27 July 1982) pp 186-197 


[Article by Candidate of Philosophical Sciences Yu. v. Krasovskiy, Moscow In- 
stitute of Economic Management imeni Ordzhonikidze, in department "Advice For 
a Business Person": "Make Yourself Heard..."] 


[Text] [Eo you remember the wise Oriental saying, "The truth rests not on the 
lips of the speaker, but in the ears of the listener"? That means the impor- 
tant thing is not only what you say, but also how you say it, whether you can 
make yourself heard. 


I recall my former chief. He used to say something like this to his employees: 
"Who's boss here, you or I? If you want to talk to me, remain silent!" He 

was joking, of course, but che joke was on the listener. There was no feedback 
where he was concerned: to him we were all a bunch of featureless, mute execu- 


tors. 


I have learned much since then. I keep an eye on and study everyone working 
in my department. I have eleven subordinates. And they're all different. So 
if you want to be a wise manager, you've got to be able to see the individual 
in each of them. If you fail, so does the job. 


I should add that studying people is a most engrossing occupation. Take a clo- 
ser look, and behind the familiar features of Petr Ivanovich, Ivan Fomich or 
Lenochka you see types of workers who follow a definite pattern of behavior in 
every situation. You can supervise them only when you know how they'll react. 


Allow me to introduce my employees. I divide them into cast and props. The 
cast are those on whom I can always rely. They do the work. The props adorn 
the department, they create the background. They can be useful, even very use- 
ful, but they'll never be the cast, the support of the organization. 


And so, meet them. 
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THE CAST 





“Creator”. He does everything effortlessly, because he likes it. He works 
intelligently and beautitully. He always wants to do things better, faster, 

and more. And he's always searching for something. It's about such people that 
we write in our character references that he "constantly displays initiative, 
takes a responsible attitude towards his job, and enjoys prestige among his co- 
workers." Although many view him as an eccentric: "What's he pushing hin- 


self for?" 


A "Creator" is vulnerable and open to injury, he needs understanding, support 
and recognition. He is incapable of, and refuses, to adapt to the established 
routine, especially if it has flaws. He prizes frankness and integrity, and 
he naively assumes that everyone should be like him. That's why he often finds 
the going difficult, especially when he has to fight for his ideas. This is 
where he himself causes feedback to break down. The supervisor's prime task is 
to forewarn him of mistakes, establish constant creative interaction in passing 
on decisions for implementation, in organizing control, and during evaluation 


of the ultimate result. 


The range of forms of address to the "Creator" is very broad. "I would like 

to give you an important assignment which will require some effort. You're 

not one to be afraid of difficulties." In this way I emphasise his business 
qualities. If I want to express confidence in his capabilities, I say some- 
thing like this: "I am giving you this assignment because you are the one who 
can do it best." Sometimes you have an important, urgent and difficult assign- 
ment and no one to entrust with it. In that case I say, "I want to give you 

an assignment. True, it's difficult, but I'll be there to help you. I'm sure 
we can handle it well." Occasionally it may be necessary to show the "Creator" 
preferential treatment: "I have an important assignment which I wouldn't like 
to entrust to anyone else." On the other hand, this should be handled tactfully. 
If he hesitates and wants to refuse, I say something like, "You're a man of 
initiative and responsibility. Who could do this better than you?" When he 
expresses fear of not meeting the deadline, you can say, "Don't worry. Every- 
thing will be fine. You yourself don't realize you can do it. You'll do it 
and be surprised yourself." All that I'm trying to tell him is that he can 
easily do what seeme difficult today. 





You achieve rapid feedback with a “Creator” in going over from one completed 

job to another. At a junction of cycles: "You've done a fine job with this 
assignment. I'm very pleased. Now I'd like to offer you another assignment. 
It's more diffcult, but also more interesting." If I wish to stress the signi- 
ficance of the job for the development of his professional qualities: "Anatoliy 
Ivanovich, I'd like to offer you an assignment.... I think you may find it use- 
ful." Sometimes you have to emphasies elements of prestige: "I've got an 
assignment here.... True, I'm not sure if it will suit you in range...." 
"Interesting. What is it?" he'll ask. Feedback is established instantaneously. 


In all these cases extensive use is made of the inducement method, the most 
effective and frequently used by managers. 
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It's harder to establish feedback with a "Creator" when you have to talk him 
into something. Especially if psychological barriers blocking your appeals 
have appeared in his mind. In such cases you should try roundabout ways, avoid- 
ing categorical statements and as it were inviting a businesslike analysis: 
"Wouldn't it seem to you...", "Perhaps it would make sense trying this..." 
Nothing categorical will do with a "Creator". He'll either clam up or insist 
on his own. Communicating with him requires scope for manuevering: "Do you 
recall we once discussed this. You made an interesting observation..." The 
"Creator" fires up at once. If he doesn't, it means you've overdid it. He 
has a keen sense for dissembling. 


When you mean to convince him, recall his business interests. And ask for help. 
He'll move mountains! But if he persists in his objections, its you who need 
some convincing. If words are useless, give some living examples. But never 
abruptly reject or ridicule his ideas. Tell him that a good idea has to mature, 
await its time. This will put him off for a while. Perhaps he'll have some 
new idea, which will replace the former one. The process of creativity, you 
realize, is endless. So let him create. And don't argue with him! Better 

let him prove his point. I for one always listened attentively, never worrying 
about time wasted. And it paid off. In two years we adopted 10 of his ideas 


for introduction! 


When do you have to persuade a "Creator"? Usually in two cases: when you your- 
self were wrong, or when your boss was wrong. For example, you failed to organ- 
ize work on time and then order it to be done urgently. This is when you have 

to plead and apologize: "All right, all right, lec's not argue. I understand 
your objections. But please, try and do it." In such cases you must often make 
some promise, meet him halfway. This is a case when a manager must "adapt" to 

the worker, when the manager (not the employee!) is in a state of dependence. 

As a rule the "Creator" will eventually take the job. His vanity has been soothed. 
But sometimes he may be very stubborn. You may have to promise some benefits, 

and when you do, make sure to keep your word. Because subordinates (unlike su- 


periors) have a good memory for promises. 


When pleading doesn't help, you have to draw the line: "I must insist that you 
take this assignment, or the consequences may be unpleasant." This method of 
forcing to take a job under pressure of circumstances is a last resort stemming 
from frustration. Generally speaking, a "Creator" doesn't deserve it. You sould 
try to be more subtle: “I want to give you this assignment. Unfortunately, 
circumstances are such that there is no one to do it but you. You can refuse, 

of course, but I don't think you should. Today you'll come to someone's rescue, 
tomorrow you may need help. Besides, it's very important. And it goes without 
saying that I'll do all I can to help you." Such an appeal combines persuasion, 
a bit of compulsion, and a request. He'll hardly refuse. 


When the “Creator’ refuses, the manager tackles the job together with the "Indis- 
pensable". Almost every department has such a person. He pulls the cart and 

is ready to work, replace, substitute or represent. He's a jack of all trades, 

knows everything, but unlike those who don't pull, he never "grows." He simply 

has no time. Besides, what's the purpose of growth? As it is, he knows all 

the relevant jobs in the department. He's usually doing someone else's job, 
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over and above his own job. And he is always conscientious. His loyalty, in 
general, is not to the job but to the duty: "It's got to be done!" He should 
never be told things twice, or he'll take offense. He's proud that he can do 
all things. Especially when he's asked to do the hardest job. He knows that 
"there's no one else to do it!" Indeed, the manager can't get along without him. 
If the "Indispensable" comes down with the ‘flu or a sore throat, everyone knows 
the monthly bonus will go by the board. He's respected, though regarded as a 


“work horse." 


The "Indispensable" understand's the manager's slightest hint. Sometimes he 
even keeps a step ahead. All you say is, "Vasiliy Petrovich, we've got to....' 
"Sure, it'll be done!" "Vasiliy Petrovich, I'll be gone a couple of days, fill 


in for me...." "Don't worry, everything'll be shipshape! 


I had one such "Indispensable" worker. He could do everything, was everwhere. 
But when he went on vacation I felt somehow ill at ease. Especially if this 
coincided with the "Creator's" vacation. There was really no one to work with, 
it was hard to reach out to the employees. The feedback with them became some- 
how contrived. I myself seemed to change and began issuing orders. "This has 
to be done! No ‘buts'! It's too difficult? You just don't want to make an 
effort!" The response to this could be, "So do it yourself. Maybe you'll do 

a better job!" In short, a bomerang instead of feedback. So then you have to 
adjust, look for ind-vidual approaches. Working with the "Creator" and the "In- 
dispensable" is a pleasure. One supervises, one creates, one "pulls the load." 
The rest do whatever, often just crossword puzzles. So now, when I start demand- 
ing work from them, they respond by revealing their characters. 


THE PROPS 


Behind the third desk at the window is the "Swellhead". He places his ego above 
all. He undertakes a job only if he can show it off. That's why he likes doing 
social work. However, if you keep him "within bounds" he can be useful on our 
job. The trouble is, there's no holding him down. He's always trying to show 
off. He's still young and unrecognized. To him I say, "Please do this job. 
You'll report the results to me and to the management. Yourself. Personally." 
The kind of job doesn't matter to him. He's so vain, he'll do anything. Which 


is just fine, as long as he does it. 


Behind the fourth desk by the aisle is the "Businessman". He doesn't care for 

the reasons why something has to be done. He is very practical and can employ 
any means to reach the ultimate result. You have to keep a constant eye on him. 
He subordinates everything to the immediate advantage. But he's incapable of 
relating the tasks of his sector with those of the common effort. To him abstract 
thinking is just philosophizing. He must be given targets, explained what they 
are; he must be taught to look ahead, cast a backward glance and see what's going 
on around. Usually you say to him, “Arkadiy Ivanovich, this job has to be done 
quick. By the 15th. I know you'll do your best. We need it not for the report 
but to stake out the field. It's such a new thing, we have to be careful." 


Behind the fifth desk is the "Player". He possesses a selective interest in the 


work. He can work only when he likes what he’s doing. But his interest is un- 
stable: he fires up rapidly, and cools down as rapidly. He feels miserable 
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himself and makes me miserable. You find some interesting assignment for 

him, but two days later he's already bored. He gets careless. The excitement 
is gone. From time to time he needs spurring up. You have to drive home his 
responsibility: "Listen carefully. This assignment is yours, and you will be 
held responsible for it. Report fulfillment in four days. Otherwise you may 
be in trouble. And you won't get a bonus!" 


The sixth and seventh desks are occupied by representatives of the female sex. 
They sit side by side, not far from the window. One of them, the "Busybody", 
is already past her prime. The important thing to her is not the work, but the 
outward show of work, appearances. This she does well. She's rarely at her 
desk because she's constantly busy with social affairs. But every month she 
demands her bonus, claiming that she's pulling a double load. She requires 

a special approach, because it's sometimes simply impossible to give her an 
assignment: she's eternally in a hurry, calling somebody, in on some meeting. 
To her you have to say something like this: "You're all in your work again. 
Never a thought for yourself. Devoting yourself here and there. You should 
take care. But you look better, even lost some weight since you last dropped 
by. We've been missing you. Perhaps you could give us some help? Like get- 
ting our contacts with the other departments in order. You know them, after 
all, and they know you." The important thing is to get her to fit business 
into her social work, not the other way round. As a rule she'll agree. For 
one, she likes representing her department in contacts with others. Secondly, 
she hopes to lose some more weight if she attacks the job energetically. 


On the other hand, the other lady, behind the seventh desk, doesn't want to do 
anything. She claims that she’s done her share. Retirement is approaching. 
She is the "Moralist". She bears herself majestically, like a queen mother. 
But she can also turn witch at any moment. She loves moralizing. She doesn't 
have to be taught: she's the one to do the teaching. "When I was your age, 
young man..."" Nobody knows what she was like then, but we must take her worc. 
You have to be very careful with her, or you may wind up taking tranquilizers 
yourself. The best thing is to keep her as a consultant. And treat her with 
the utmost respect: "Maria Semenovna, could you, please, suggest how best to 
tackle this job and distribute it right? Your experience..." It's best to 
address her 10 or 15 minutes before the lunch break, but never in the morning, 
otherwise you'll have to listen to her advice until lunch. Even when you hint 


that you have no time. 


At the eighth desk is a staid, positive type, the "Archivist". You can always 
rest assured with him, because he does everything according to regulations. 
You often come to him when there's some bureaucratic foul-up. You can have 
him sort out the loose ends and redo the necessary papers. But never entrust 
him with anything new: he'll just let it run dry. You must address him in 
such a way as not to scare him off, and to make him feel pleased with himself: 
"These papers are just begging for you. Please go over them, so that no one 
could come back with claims." In general, he's the best one to entrust with 
all the "In" and "Out" folders. Then his work acquires scope and meaning, and 
he feels that he is useful to the department. 
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fhe ninth desk is occupied by "Cinderella". She attends night school and is 
endlessly poring over her notes. Naturally, she doesn't over-exert herself on 
the job. She hopes to remain here after graduation. And she also hopes to 

be found by some prince from another department. That's why she frequently 
joins the smokers on the staircase landing, to be with the crowd and chew the 
rag. You have to approach her with feeling: "Zoya, I'd like you to rally 
yourself today. This job has to be finished by the twentieth. We haven't got 
much time. If we: pass the deadline, we'll be in trouble...." 


Behind the tenth desk sits the "Dilettante". He graduated from college only 
recently and wants to assert himself in life, but he doesn't know where or how. 
He is only just beginning to realize that he learned all the wrong things, and 
in the wrong college. So in the meantime he's just sitting out his time. And, 
of course, isn't over-exerting himself either. The best assignments for him 
are to the potato harvest or vegetazbdle warehouse, for his labor education. 

"We have to assign one employee from our department for the harvest work. I 
think we should send a healthy, young person with considerable experience in 
this kind of work. What do you think, comrades?" Everyone agrees, of course. 
"So you'll have to go and do your piece for all of us." 


Behind the eleventh desk is the "Skeptic". He’s no longer so young and has seen 
much in life. He has changed several jobs and been in supervisory positions. 
He gets down to his assignments after a second reminder, or the third. That's 
because he sees no sense in any of them. With him a personal approach is all 
but useless. Whatever tack you take it'll be the wrong one. And he doesn't 


seek ary feedback. 


I occupy the twelfth desk. I'm the "Boor", it seems, because I demand and re- 
fuse to meet anyone halfway. I don't communicate well. I get in the way of 
work. I toady to my superiors. I ignore public opinion. I raise my voice. 
And I don't know my job! Although,speaking for myself, I think I'm not at all 
demanding, often meet people halfway, try to communicate on a personal level, 
help do the job, always take the collective opinion into account, seek the 

best forms of address, and am working to improve myself. For instance, I'm 
studying managerial psychology. -I seek ways of managerial interaction. I keep 
racking my brains over establishing that damn feedback! And I look forward to 
the "Creator" and the "Indispensable" getting back from their vacations. 


LEARN TO CRITICIZE YOUR SUBORDINATES 


Priming an employee for carrying out an assignment is only half the job, if not 
less. Say, he's carried it out and given me the result. He looks at me, wait- 
ing for me to say something. It only seems that the easiest thing is to scold 
or praise. Many difficulties start at this stage. Indeed, it's easy to appraise 
the work of those who work well, praising and encouraging them. The form of 


address doesn't really matter. <A direct evaluation speaks for itself: "You've 
done a fine job! Thanks!" Or: "I would like to note the excellent work done 
by Comrade Gummiarabikov." Or: "I am most grateful to you for doing this assign- 


ment. I don't know what we would bave done if not for you.... 
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It's so much harder to adopt a form of criticism. One that would really affect 
the employee and contribute to his professional growth rather than get his back 
up for being "scolded". So I decided to classify all critical evaluations. 1 
found that there are many types of criticism: 


Encouraging criticism. ("That's all right. Next time you'll do better. It 
just didn't work out"). 


Reproachful criticism. ("How could you? I counted on you!") 
Hopeful criticism. ("I hope next time you'll do a better job?") 


Criticism by comparison. ("Once-upon-a-time, when I was like you, I made exact- 
ly the same mistake. I sure caught it from my boss!") 


Praising criticism. ("It was a good job, but not for this case.") 


Impersonal criticism. ("We still have workers who don't cope with their duties 
in our department. We won't mention them by name.") 


Concerned criticism. ("I am very concerned with the state of affairs, espe- 
cially with such comrades as...") 


Ccmmi@rative criticism. ("I can understand you and put myself in your position, 
but what if you were in my shoes? After all, the job hasn't been done...") 


Regretful criticism. ("I am sorry to note that the work has been done poorly.") 


Surprised criticism. ("What? You mean to say you haven't done the job? I ne- 
ver expected it...") 


Ironic criticism. ("All this work, and here's what we have! Some job! What 
will we say to the management now?") 


Reproachful criticism. ("My, my! I was of a higher opinion of you!") 


Suggestive criticism. ("I knewa man who did just like you. He was sorry for 
it later...") 


Extenuating criticism. ("You're probably not the only one to blame for what 
happened...") 


Disapproving criticism. ("You've done a bad job, and behind schedule!"’) 
Reproving criticism. ("You've done it wrong. Next time ask for help.") 


Warning criticism. ("If you bungle it again, you'll have no one but yourself 
to blame!") 


Demanding criticism. ("You'll have to do the work all over again!") 
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Challenging criticism. ("If you could make so many mistakes, you'll have to 
find a way out of the mess yourself!") 


Apprehensive criticism. ("I'm very much afraid that next time the work will 
be done no better.") 


All these forms of criticism are good, provided the employee respects his supe- 
rior and values his opinion. In an effort to appear deserving in the eyes of 
his manager, the employee will spare no effort to set things right. Especially 


if the criticism was sparing. 


If a suppordinate is hostile towards his superior, the best thing is to combine 
negative and positive assessments. In short, its a matter of quest, and quest 
again! As for myself, I've gotten so carried away with quests that I've resigned 


my position and gone to teach the psychology of management.... 


COPYRIGHT: Izdatel'stvo “Nauka”, “Ekonomika i organizatsiya promyshlennogo 
proizvodstva", 1982 
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LEGAL ASPECTS OF SOCIAL PLANNING 


Novosibirsk EKO: EKONOMIKA I ORGANIZATSIYA PROMYSHLENNOGO PROIZVODSTVA in 
Russian No 9, Sep 82 (signed to press 27 July 1982) pp 198-199 


[Test questions under the heading "Test Yourself!"] 


[Text] Last year, in its issue No 6, EKO carried a selection of materials on 
planning of social development. Among otherthings, it dealt with problems of 
legal status. The new publication was due to the fact that many readers con- 
sider it necessary for a number of additional legal acts to be adopted. In 
this connection it is interesting to appreciate how well we know the operating 


legal documents. 


l. It is true that until recently the planuing of social development within 
the framework of production enterprises, industries and territorial administra- 
tive units was their voluntary affair. Neither managements, nor public organi- 
zations, nor local government agencies had any obligations to engage in such 
planning. Now this has changed. Who passed the first normative act 

dealing with social planning, and when? 


2. It is considered that the second normative act was the publication of the 
methodological recommendations, “Planning the Social Development of the Collec- 
tive of an Enterprise." Who approved the document, and when was it issued? 


3. The Production Association (Combine) Statute approved by the decree of the 
USSR Council of Ministers of 27 March 1974, provides, among the main tasks, for 
the implementation of measures for the social development of collectives. How- 
ever, associations were not obligated to adopt a social development plan and 
were not accountable for failure to meet the indicators stipulated in the plan. 


What act introduced mandatory social planning? 


4, The resolution of the CPSU Central Committee and the USSR Council of Ministers 
of 12 July 1979 was an important step in the consolidation of the legal basis 
of planning of social development. What new important provisions were emphas- 


ized in it? 


5. The approved normative source of current socio-economic information is the 
Passport of the production association (enterprise), the model of which was 
approved 4 Oct 79. What socio-economic information must the passport contain? 
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6. With the expansion of planning of social development at enterprises there 
has appeared a need for personnel in such professions as sociologist, psycholo- 
gist and physiologist. What normative act provides for the introduction of such 


positions? 


7. The resolution of the USSR Council of Ministers and AUCCTU of 25 April 1978, 
"On Additional Measures for Improving the Working Conditions of Women Employed 
in the Economy," sets guidelines for drawing up social development plans. What 
does it prescribe with regard to the working conditions of women? 


8. The party and government resolution of 12 July 1979 on improving the econ- 
omic mechanism raised the role of labor collectives in the spending of funds for 
social and cultural measures. Guaranteeing that right is surely one of the prime 
legislative requirements. What normative act defined the procedure for using 


those funds? 


9. The personnel of an enterprise depend, among other things, on professional 
orientation. The professional orientation system received impetus for improve- 
ment with the organization of inter-school education and production combines 
for vocational training and professional orientation of students. The measures 
for their establishment are included in the social development plans. What 
legislative act provides for this improvement? 


10. Analyses reveal that labor collectives underestimate the great role played 
by local norms in the implementation of social development plans. What are 
these norms, and what do they provide for? 


COPYRIGHT: Izdatel'stvo "Nauka", "“Ekonomika i organizatsiya promyshlennogo 
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ADMINISTRATION OF SCIENTIFIC RESEARCH IN THE USA 


Novosibirsk EKO: EKONOMIKA I ORGANIZATSIYA PROMYSHLENNOGO PROIZVODSTVA in 
Russian No 9, Sep 82 (signed to press 27 July 1982) pp 200-205 


[Article by I. S. Dreytser, department chief at the Kuznetsk branch of the Sci- 
entific Research Institute of Opencut Mining, Kemerovo, in the "Books" depart- 
ment } 


[Text] During the 60s, a new term appeared and gained widespread usage in the 
American scientific and political vocabulary: NASAfication. This event would 
hardly merit attention if not for the developments it represented: the inten- 
sive adoption by various departments of the country of the experience of the 
National Aeronautics and Space Administration (NASA) in the sphere of reorgani- 
zation of the management of science along the principles of the so-called tar- 
get progromming approach. The reviewed book* preserts an analysis of the basic 
economic mechanisms and functional and structural elements of the new organiza- 
tional form of management of scientific research and development in the USA. 


The expansion of scientific activity within old organizational frameworks rapidly 
exhausts its resources without producing a meaningful increase in the number of 
scientific and technical developments and innovations. The growing demand for 
continuous renovation of the technical, technological, and even organizational 
base of production comes into contradiction with the former capabilities of sci- 
ence. A consequence of this was, in the authors’ opinion, the appearance of the 
target programming approach, which has contributed to a substantial increase in 
the effectiveness of fundamental and applied research. 


The authors identify the principal features contributing to the optimal condi- 
tions for applying the target programming approach: 


Target programming financing of research and development; 


NIOKR [Scientific research and experimental design work] designing and program- 
ming, i.e., corresponding documentary justification of possible ways of achiev- 
ing certain scientific, technical, economic and social objectives; 





*Y. A. Lebedeva and P. A. Nedcotko, "Programmno-tselevoy podkhod k nauchnym issle- 
dovaniyam v SShA" [The Target Programminz Approach to Scientific Research in the 
USA"), Moscow, Nauka, 1980, 295 pp. 
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Cencralized, comprehensive material, technical, data and other support of work 
under target designs and programs; 


The existence vf a system of enterprises providing facilities for adjustment, 
assimilation and introduction of results; 


Target programming management encompassing all stages of development of scien- 
tific and technical innovations. 


One of the basic economic mechanisms of the target programming approach is pro- 
ject financing. Its advantage, according to the monograph, is that it makes 
financing more dependent on the results and quality of work. Payment in re- 
search projects, the authors stress, is not for the working time of scientific 
and technical personnel, but for the result of its activities. This makes it 
possible to attract the most qualified specialists for research and at the same 
time assures the high mobility of scientific personnel. 


Project financing is thus an important regulator of the efficient utilization 
of investments in research and development. Higher ultimate results are as it 
were built into or programmed by the very organization of the distribution of 
those results. As an example the monograph cites the simplest form of such fi- 
nancing employed by the National Science Foundation. It provides for: 


Expert verification of projects by special teams of specialists, the findings 
of which will have a direct bearing on financing; 


Financing of projects rather than endorsement; 


Authorizing the people responsible for carrying out the projects (usually their 
designers) to use the available money as they see fit. 


Each of these obligatory procedures and prerogatives in this simple sequence is, 
obviously, very important, but I would like to draw the reader's attention to 

the expert verification. The gap between the planned indicators of the effect- 
iveness of scientific research work and the actual values obtained when they 

are concluded is often due to superficial justification. When the declared in- 
dicators are defended with no suitable challenge, the volume and content of the 
managerial effect during the stage of planning a research aad development project 
is much less than at the stage of obtaining its results. 


Incidentally, one of the side effects of project financing, as indicated by an 
analysis in the book, is an increase in the number of specialists engaged in 
research and development as well as an expansion of the front of fundamental 


research. 


Creativity, whether artistic or scientific and technological, is a profoundly 
individualistic process, even when it is organized in collective forms. This 
individuality remains despite some modifications in the conditions of “big sci- 
ence.” Various heuristic procedures originated by the scientific and technical 
revolution (the “brain attack" method, etc.) reduce merely to a compounding of 
individual potentials. It is only natural that addressed, targeted financing 
that is well coordinated with the nature of creativity stimulates the development 
of individualities and assures optimal conditions for the realization of the 


researchers’ ideas. 
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The advantages of the target programming approach are amplified by non-depart- 
mental evaluation of the programs. The unbiased view of an outside specialist 
otters a highly competent idea of the true value of the work. The institute 
of expert opinion, incidentally, appeared in the United States long before the 
appearance of the target programming approach. Consultant agencies there com- 
prise a fairly streamlined system with a great diversity of component structures, 
from departmental expertise to extradepartmental expertise, with its greater 
effectiveness and impact on processes of scientific and technical development. 
The latter is a product of the system of target programming or project finan- 
cing of research and development, which enhances the need for competent and, 
most important, objective evaluation of the quality of a project and the pro- 
gram software soliciting needed funding. 


The importance and effectiveness of extradepartmental expertise is indicated 

by the following figures. In 1972, the Federal Government sponsored 1,432 
consultant committees of experts. Every year from 20,000 to 25,000 scientists 
are involved in the process as experts. Also: only 45 to 55 percent of all 
funding requests are endorsed by consultant committees of the National Science 
Foundation. Decisions on funding take into account the potential of the given 
tield of research, its relationship to high-priority fields, and also the possi- 
bility of the program obtaining financing from other federal agencies. 


The National Science Foundation also develops "Criteria for the Selection of 
Research Projects." The paucity of the normative base of management of science, 
and especially of such a function as planning, determines the understandable 
interest in such developments. The authors site fields of appraisal defined 


by this document: 


The state of the art in the given field, the significance of the proposed research, 
and its probable contribution to science; 


The justification of the research project and ability of the scientist involved 
to carry out the research; 


The scientist's qualifications and the possibilities of the organization employ- 
ing him to provide the conditions needed to carry out the project, etc. 


Equally interesting is the organization of target programming management. The 
introduction of the target programming approach required a corresponding restruc- 
turing of the whole managerial system. The reviewed book illustrates the evo- 
lution of the structural and functional elements of the target programming app- 
roach with the example of the Department of the Air Force of the US Department 

of Defense. The restructuring there was initiated by the NASA experience in 


program management. 


An analysis of different state systems of target programming management of re- 
search and development 'eads the authors to the conclusion that regulation here 

is based not on directives, but on economic mechanisms of a financial nature. 

In the context of the analysis, the system is understood as a continuous sequence 
of agencies involved in separate stages of scientific and technical development: 
designing, funding, appraisal, legal servicing, the actual research and development, 
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subsequent utilization of the obtained results, and the totality of economic 
relations constituting these processes. In some variants of the target program- 
ming approach, savings on research and development through more efficient work 
are encouraged by authorizing project supervisors (program managers) to remit a 
certain portion of the saved funds as bonuses to the participants in the work. 


The new organization of research and development has bred a fundamentally new 
structure in the form of specialized material, technical, organizational, data 
and other services. One could say that a third division of labor has occurred 
in science, if we take as the point of reference the separation of theoreticians 
from experimenters and the subsequent separation of scientific information ser- 
vices. This has led to an acceleration of the concentration of the most up-to- 
date instruments and experimental hardware in such centers and, most important, 
to making more time available to the scien.ists, who can concentrate on creative 


problems. 


The specialized centers are so-called non-profit organizations, and they exist 
on funds obtained as payment for services rendered. Say, in the field of scien- 
tific information, target programming organization mainly stimulated the appear- 
ance of data analysis centers. Unlike conventional agencies, which engage in 
the collection, indexing, retrieval, storage and distribution of information, 
the new centers also undertake meaningful evaluation and interpretation of sci- 
entific data, that is, in effect, research functions. 


The authors discuss the problem of the scientific and technical potential in 
connection with the changes in the organization of the management of research 
and development brought about by the new approach. They note, among other 
things, the change in the nature of scientific information in the new organi- 
zational framework and the fact that the target programming approach stimulates 
fundamentally new mechanisms of interaction between science and industry. These 
integration mechanisms manifest themselves in several directions, in the first 
place in the development of cooperation between scientists, engineers and tech- 
nicians. Such a pooling of efforts in the framework of the target programming 
approach leads to the formation of informal creative teams of program executors. 
Another bridge are the specialized centers for the dissemination and introduc- 
tion of scientific and technical innovations into production. Finally, the 
culminating manifestation of integration trends is the appearance of large asso- 
ciations of science and production--scientific-industrial complexes of a new 


type. 


All the foregoing is, probably, one of the resultant indicators of the high 
effectiveness of the organizational form of scientific management analyzed in 
the book. Scientific and technical achievements have been greatest in those 
fields where the use of the target programming approach has been greatest (nuc- 
lear energy, space research, ocean studies, and others). One of the current 
manifestations of the effectiveness of this approach is the accelerated imple- 
mentation of all stages in the research and development cycle, from the idea 


to the product. 
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In capitalist countries the target programminfapproach is inevitably internally 
contradictory in character. The opportunities for consistent search for and 
realization of the most effective solutions from national economic positions 
are substantially limited. At the same time, a thorough critical analysis of 
this experience may be useful for the further acceleration of scientific and 


technical progress in our countries. 
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COSTS AS WELL AS BENEFITS OF CONSERVATION 





Novosibirsk EKO: EKONOMIKA I ORGANIZATSIYA PROMYSHLENNOGO PROIZVODSTVA in 
Russian No 9, Sep 82 (signed to press 27 July 1982) pp 205-214 


[Article by Candidate of Technical Sciences R. P. Povileyko, Novosibirsk Insti- 
tute of Soviet Cooperative Trade, in the "Books" department: "Ecology and Eco- 
nomics (a Review of Ideas and the Literature)" ] 


[Text] Everyone knows what economics is, and there is hardly any need to define 
or describe it: its roots go far back into historical antiquity. Ecology, on 
the other hand, is no more than 100 years old. Its emergence as a science is 
linked with the name of the well-known scientist Ernst Heckel. It began to de- 
velop rapidly only in the last two or three decades, but a growing flow of spe- 


cialized literature is devoted to it. 


Seventeen years, ago, 53 Novosibirsk experts presented 35 papers based on local 
material which convincingly showed the state of affairs with gramd waters, the 
soil, vegetaticn, and the air. The technical capabilities are there for the 
almost total elimination of gaseous, liquid and solid pollutants in all types 
of production . How are these capabilities being utilized? Quite a few Novo- 
sibirsk enterprises do virtually nothing to trap noxious waste gases, while the 
cement ejections of Iskitim are notorious. There are even worse examples. At 
the same time there is a remarkable example: Moscow, which in the last few 
years has become a citv with the cleanest air in comparisen with other capitals 


of countries of comparable size and population. 


Is an intelligent ecological approach to problems of industrial production ad- 
vantageous? When, as a result of the energy crisis, gasoline sales in Califor- 
nia dropped by only 10 percent, mortality caused by bronchitis, asthma and pul- 
monary emphysema dropped by 30 percent, and heart ailments declined by 11 to 17 
percent. When gas sales began to increwethe indicators soon reached their for- 
mer level. It has been estimated that if pollution in major American cities 
were halved, life expectancy of city dwellers would increase by 3 to 5 years, 
mortality would decline by 4 to 5 percent, there would be 25 to 50 percent 

drops in the number of bronchitis, respiratory and lung cancer cases, a 10- per- 
cent drop in cardiovascular diseases, and medical expenses in general would 
decline by more than two billion dollars. Over the past 10 years the atmosphere 
over Moscow has become 3 to five times healthier. Imagine the return in better 


health and saved lives! 
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Nowadays no one questions the need for engineers to have knowledge of ecology, 
vet for some reason to this day there is not a single study aid on engineering 
ecology. All the more important it is to take a look at bookswhich can help 

the workers of industrial enterprises to find practical solutions for problems 


of environmental protection. 


ECOLOGICAL COEFFICIENTS 


The first timid contacts between economics and ecology began fairly recently, 
no more than 10 or 12 years ago. Under current regulations, remuneration for 
inventions and rationalization proposals which do not generate savings is esti- 
mated in proportion to the product of four coefficients reflecting the achieved 
positive effect, extent of utilization, complexity of the resolved problem, 
and significant differences. Moscow patent expert V. Mamayev has suggested 
introducing a fifth, eeologieal, coefficient with a value ranging from 0.3 to 
3.0. This is an interesting proposal, but the 10-fold range of the scale req- 
uires serious substantiation of every quantity. 


V. G. Gmoshinskiy, a well-known Soviet specialist in invention prediction and 
forecasting, has developed and expounded the concept of engineering ecolggy 

which places man at the center of the system of project design solutions . 

It involves the prediction of engineering means of normalizing the envircnment. 
Gmoshinskiy identifies and assesses three groups of phenomena arranged in sequen- 


tial order: 


-Ecological entities, ranging from rare plants and animals entered in the "Red 
Book" to man, the primary biocenosis component; 


The state of the environment, from catastrophically harmful to completely harn- 
less; 


The toxicity of pollutants, from mutually neutralizing substances to non-decom- 
posabie and mutually exacerbating the total toxicity. 


These series are used to calculate the overall coefficient of environmental pol- 
lution due to a giveu technological process, and an economically viable engineer- 
ing method of restoring the ecological balance is proposed. An ecological en- 
gineering chart is then drawn up which offers a quantitative and qualitative 
reflection of the development strategy (in terms of, respectively, coefficients 
and a long-term program of improving the environment). 


TOTAL RECYCLING 


Several years ago there appeared an extremely well-written booklet on the pos- 

sibility ofwastefree production. It reflected work carried out over a period 

of 10 years by the public laboratory of production ecologization in Zaporozhye. 
The upshct was a preliminary design of a plant in Zaporozhye for the integrated 
reproduction of natural resourses in which the raw material would be production 
and household wastes’. Contributors to the project included 22 leading experts 
from Moscow, Leningrad and other cities under the overall] supervision of Doctor 

of Technical Sciences, Professor A. N. Senkov. Both the project itself and the 
theoretical assumptions leading to it are of interest. 
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Modern industry is faced by two major problems: procurement and disposal. Up 
till now nature has been the main provider and scavenger. The initial attempts 
at finding better answers were purely formal. There was a time when it was 
fashionable to say that the industry of the future would be making use of all 
past and present waste materials. Future generations will indeed have to do much 
for us, but there are some things which we should start now. A first step could 
be a regional association of both similar and dissimilar industries in an integ- 
rated system of closed, recycling production (so-called biogeocenosis), with 
successive transmission of wastes from one production to another, where they 
become the raw material. The way is thus clear. The question is the first 

step along that way. It's simple. It consists in the inventorization of all 
solid, liquid and gaseous domestic and industrial wastes. In Zaporozhye, this 
step already made it possible to identify 66 types of especially aggressive 
substances which had been considered unsuitable for any industrial purposes. The 
other substances had some applications, even though the sanitary effect wasn't 
»wreat. A method was found of using those 66 substances to produce a neutral 

mix suitable for growing algae and, subsequently, marine mollusks. The silty 
residue was introduced into the soil, which proved suitable for cucumbers, sugar 
beet, corn, wheat, and bariey. Thus, a biomass production cycle was created 

on the basis of thorough neutralization of chemically aggressive wastes. The 
remaining waste materials were also integrated into the technological pattern 
of a specialized (!) plant with a no-waste production cycle, which ultisately 
made it possible for the city to set up a closed water supply system. 


The projected capacity of the plant is geared to both a continuous jncrease in 
the inflow of "raw material" and the gradual elimination of waste and garbage 
dumps over an area of more than 150 square kilometers. The projected net profit 
of such a plant is 25,000,000 rubles per year. For a cost estimate of 160,000,000 
to 170,000,000, the investment will pay off in 6 or 7 years. This period, more- 
over, can be reduced if some of the funds passing through departmental chunnels 

in the city are centralized and invested in the project. 


The project and the ideas underlying it are very attractive. There is, perhaps, 
only one point that remains unclear: Why does the book fail to consider bioin- 
dustrial "associations" in time? Any new production, after all, utilizes ever 
diminishing resources, until it becomes economically more advantageous to uti- 
lize primary waste as raw materials. The extraction of some minerals has already 


nassed through a series of such stages. 


FCOLOGICAL ECONOMICS 


The first Soviet monograph on eological economis is the product of the efforts of 
20 specialists from the Voroshilovgrad,branch of the Ukrainian Academy of Scien- 
ces’ Institute of Industrial Economics . The pivotal point of the book is an 
economic evaluation of the consequences of atmospheric pollution, especially its 
effect on crop yields and forests. If this could be supplemented with an econ- 
omic evaluation of the negative effects of liquid and solid waste materials on 
fishes, birds, insects, animals and man, the book could become a good basis for 
statutory ecological engineering justification of the designs of new machines, 


production sequences, and whole enterprises. 
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The estimate of the losses in the fixed production capital due to atmospheric 
pollution presented in the book can already be used for practical purposes. 
The estimate is calculated according to the formula 


L. = Ly + L, + L, + L,+ Le, 
where L. is the total losses, 
Ly is losses due to increased maintenance costs, 
L., is losses due to increased overhaul costs, 
L, is losses due to early depreciation due to corrosion of equipment, 
Ly is losses due to lower production caused by maintenance downtime, 
Le is other losses. 


For each type of losses a model has been constructed which identifies the predo- 
minant factors. The necessary computation factors are tabulated. 


The book reflects the ecological problems of integrated utilization of waste 
materials in the chemical, metallurgical, power and mining industries. But what 
has happened to machine-building? Ecological evaluations are, understandably, 
more difficult and involved in this industry, but the question should doubtless- 


ly have been raised. 


CULTURAL VALUES 


Some interesting observations have been set forth in a booklet written by a team 
of faculty members from the Nature Utilization Chair of the Moscow University 
Department of Economics who are studying economic problems of environmental pro- 
tection. They classify the specific forms of economic damage caused by envi- 
ronmental pollution in six groups: early wear and tear of fixed assets; additional 
utilities and amenities costs (polluted water, dirtier houses and streets); losses 
of valuable materials in sewage, smoke and dust; declining output of industries 
relying on natural production (agriculture, timber, fishing); lower quality of 
output; economic consequences of worsened health standards of the population. 

The first 5 groups have been studied extensively, but this is probably the first 
such detailed and specific study of the last problem, associated with the health 


of people. 


The researchers classify this important group of factors as follows: lower na- 
tional income due to sickness of working people; higher social insurance expen- 
ses to pay for benefits and pensions; additional medical expenses for treatment 
(and disability benefits); increast costs of training personnel (turnover and 
disability retirement). The calculation formulas are simple enough. Besides, 
they are not as important as the fact that this research provides definite norms 
of specific losses per unit of concentration of a number of major pollutants. 


The damage caused to people's health due to the pollution of the atmosphere by 


the Shchekino State Regional Electric Power Station computed according to this 
formula yielded a figure of several million rubles per year. Quite a telling 
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figure, and a considerable one for the region. But how can one assess and com- 
pute the harmful effects of atmospheric pollution on the nearby “Yasnaya Polyana” 
[family estate of Leo Tolstoy]? This is something on which it is impossible to 
put a price. At present none of the researchers are assessing the damage to 

such objects. But this is also necessary! 


Problems of protecting cultural values from the effects of environmental pollu- 
tion haven't even been reflected in publications which, one would think, should 
be organically concerned with them. At issue is the ecology of cities, in which 
more than 99 percent of all museum exhibits are concentrated. Urban communities 
are becoming the principal source of the pollution and poisoning of the environ- 
ment. That is the reason why abroad the "City and Ecology" problem has attract- 
ed the attention of many specialists. Their numerous publications have been 
critically reviewed by A. K. Bystrova, an associate of the USSR Agademy of Sci- 
ences’ Institute of the World Economy and International Relations . Her mono- 
graph discusses the ecological crisis of urban megalopolises and methods of 
state-monopoly regulation of the quality of the environment. 


THEORY AND PRACTICE 


In October 1980, a represntative conference was held in Meseow’ . We shall dis- 
cuss an important item that it debated. 


Over the last few years there has been a marked increase in strip mining in 

our country, as in the whole world. Some 75 percent of all mineral raw materials 
and fuels are extracted this way. It is estimated that for every 1,000 tons of 
minerals produced by strip mining per year, 0.1 hectare of land is eliminated. 

In future, as strip mining expands to areas with more difficuit mining and geo- 
logical conditions with higher stripping coefficients, ratesof elimination of 


landed area may increase 1.5- to 1./7-fold. 


At the same time, economics, as a science, has not yet come up with any provi- 
sions or methods of assessing the social and ecological effectiveness of utili- 
zing the earth's mineral wealth. There are no scientifically justified methods 
of determining the dawage done to the environment in the course of mineral ex- 
ploration, prospecting, extraction, processing and utilization. Nor have any 
methods been developed for determining the economic and social effect of envi- 
ronmental protection measures when conducting mining operations. There is no 
methodology for reckoning expenses for protecting and restoring the environment 
or their restitution in the cost and prices of the output of mining industries. 


This was mentioned in practicallyall of the 114 papers presented at the confer- 
ence--this at a time when dozens (if not hundreds) of ecological monographs are 
appearing yearly and monthly. It is, obviously, not a case of any theoretical 
vacuum at the junction of economics and ecology. As of today it is filled with 
ideas, theories and examples of horrifying computations. The important thing 
is the usual 10 or 15 year period which theoretical provisions usually require 
to evolve into practical methods and normative documents accessible to the 
average factory economist. At present we are, unfortunately, still at the be- 
ginning of the distance, which has to be covered as quickly as possible. 


150 








ECOLOGICAL CROSSROADS 


llere are the four roads leading to economic effectiveness in the introduction 

of ecological principles in industrial production: Higher rates for the utili- 
zation of natural wealth; partial reimbursement of industry for expenses lead- 
ing to the effective restoration of the ecological balance; development and in- 
troduction of new technologies less harmful, or completely harmless, to man; 

the development and introduction of closed, wastefree cycles of production. Let 
us examine these elements in greater detail. 


HIGHER RATES. Indifference to nature is encouraged by certain economic condi- 
tions; this, moreover, is contrary to direct instructions contained in govern- 
ment decrees on environmental protection. The industrial development of depo- 
sits inevitably disrupts the ecological system. But this disruption can be 
greater or less. The need to pay for any such disruption can effectively influ- 
ence decision-making. More often than not, unfortunately, this doesn't happen. 


Why? 


Yes, there exists payment for allocated land, there are fees for clean water, 
but they are formal and negligible. There are enterprises which are ready to 
pay 10-fold for destroyed land and water rather than restore them. To this day 
garbage treatment is an unprofitable proposition. Cleaning one cubic meter of 
water costs an enterprise anywhere from 50 kopeks to one ruble. The cost of 
purification works may be 20 to 30 percent of the cost of the whole enterprise. 
Perhaps it would be worth introducing stiffer regulations which would provide 
for considerably higher fees for land and water use? 


ECOLOGICAL REIMBURSEMENT. Imagine such a situation: In some place the atmos- 
phere has been improved, so that the service life of the equipment has increased. 
[It follows that the enterprise should be paid a specified percentage of the cost 
of the preserved machines. If in the neighborhood of a nonferrous metals plant 
wheat grows two or three times worse and nothing is done to rectify this, it 

is natural to raise the question of paying for the unattained increase in crops. 
Of course, it's not all that simple, but it can nevertheless be expected that 
such a reimbursement system would enhance the economic incentives for improving 


the end results. 


Throughout the country there are some 100 scientific research institutes, more 
than 4,000 stations and at least 50,000 specialists working in the field of en- 
vironmental protection. It is being increasinzl suggested that it is necessary 
to concentrate and centralize efforts to restomthe ecological balance, especi- 
ally in large industrial cities and industrially developed regions. There is 

a need for a unified environmental protection design and operation service, which 
would easily pay for itself as a result of a scientifically justified system of 
compensatory contributions of enterprises and organizations. 


NEW TECHNOLOGIES. Muscovites will recall how the river Klyaz'ma was polluted 
by chemical waste. After repeated demands for better sewage treatment, the 
State Sanitary Inspection demanded that the plant should shut down its most 
"harmful" shop. It was then that Candidate of Technical Sciences I. S. Rozen- 
krants suggested a fundamentally new technology. For over 15 years since then 
production has been going on without dumping sewage into the Klyaz'ma River, 
resulting in a net savings of more than 5,000,000 rubles per year. 
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?RODUCTION WITHOUT WASTE. Can an isolated specialized enterprise operate with- 
out producing any waste materials? There are no such enterprises, and there 
nrobably never will be. This means that what is needed are production sequen- 
ces: Sunflower shells at a sunflower-oil plant are used in a yeast hydrolysis 
process to be made into livestock feed, shavings and gates from a machine-build- 
ing plant are remelted, etc. Waste-free production cycles are doubtlessly the 
future of production, but already today there are many examples of good utili- 
zation of waste products by enterprises and industries which may in future be- 
come waste-free. 


In the chemical industry: Treatment of apatite-nepheline ores with the extrac- 
tion of rare-earth elements (Kola Peninsula); production of aluminum and crystal 
glass from nepheline syenite (Armenia); production of soda and abrasives for 
cleaning powders (Slavyansk Soda Plant); joint production of synthetic rubber 
and drying oil (Ukrainian Scientific Research Institute of the Local Industry); 
complete recycling of kapron waste (Leningrad, Belorussia). 


In metallurgy: Use of blast-furnace slag pellets in cement production; extrac- 
tion of various dielectricsfrom red-hot liquid slags; utilization of waste slags 
as fillers for roads, dikes and foundations (Azovstal' steel works); produc- 
tion of gravel sand and silo slabs from steel-smelting slags (Chelyabinsk) ; 
utilization of waste waters from chemical-recovery coal carbonization for field 


irrigation (Donetsk). 


In the power industry: Ash for heat-resistant concrete (Angarskaya Heat and 
Power Station); warm water from thermal electric power stations used in a large 
hothouse farm and in fish farming. 


In mining: fertilizers from shale rocks (Kiev); utilization of carboniferous 
rocks instead of common clay and gravel in the manufacture of building materials 


(Voroshilovgrad, Kharkov), and many other examples. 


The conjunction of ecology and the economy in the West has bred the formula: 

“He who pollutes pavs." Within the framework of this approach there has evolved 

a point of view of technological optimists (it would be more appropriate to call 

them onlookers). They hold that as raw materals are exhausted prices are bound 

to rise, and this will automatically induce industry to introduce more available 

and cheaper substitutes. And what if government contributions were also made, 

say in the UN framework? Incidentally, the CMEA countries: would-only gain from taking 
part in such an arrangement. They account for 33 percent of world industrial 
production, but only 15 percent of the pollution. 


The time has come to consider seriously. not only what has to be protected in 
nature, but also how, by what means, and in the name of what objectives, that 


is, a strategy in ecology. 
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